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AGENDA

Action |ltens

1

Approval of the mnutes of the regul ar
Board neeting of July 24, 2003.

Di scussion and action by the Board on the
Application for License to Conduct a Horse
Raci ng Meeting of the Pacific Racing
Association (T) at Gol den Gate Fields,
commenci ng Novenber 5, 2003, through Apri
4, 2004, inclusive.

Di scussi on and action by the Board on the
Application for License to Conduct a

Hor se Racing Meeting of the Churchill Downs
California Fall Operating Conpany (T), at
Hol | ywood Park, conmencing Novenber 11,

t hrough Decenber 21, 2003, inclusive.

Di scussion and action by the Board on the
approval of the nom nation of two directors
to the governing board of the California
Thor oughbred Horseman's Foundati on pursuant
to CHRB Rul e 2049(a).

Di scussi on and action by the Board on the
request of the Oak Tree Raci ng Associ ation
to suspend CHRB Rul e 1606 - Coupling of
Horses for the four Oak Tree races to be
run at Santa Anita on Breeders' Cup day.
The Board has given prior approval to run
the Breeders' Cup races uncoupl ed.

Di scussion and action by the Board on the
request by the Thoroughbred Omners of
California to suspend CHRB Rul e 2040(a) -
Hor senen's Organi zations for Oawners or
Trainers, to allow two TOC Directors to
serve concurrently on the board of a racing
associ ati on.

Di scussion by the Board on a proposed
provi sion that requires, as a condition of
i censing, each racing association to
provide their sinmulcast signal to any ADW
organi zation licensed by the California
Hor se Raci ng Board.
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10.

AGENDA (conti nued)
PAGE

Di scussion and action by the Board on a
report by the CHRB Legislative Commttee
on the proposed | egislation allow ng the
associ ations and horsenen's organi zation to
i ncrease the takeout to fund worker's
conmpensati on i nsurance. 86

Report by the staff on the inpact that

the four-second cancell ation del ay that

is currently wused in the California

t hor oughbred and fair totalizator network

has on final odds cycles. 100

Staff report on the follow ng concl uded
race neetings:
A.  Sonoma County Fair at Santa Rosa from
July 23 through August 4, 2003.
B. San Mateo County Fair at Bay Meadows
from August 6 through August 18, 2003.
C. Hunbol dt County Fair at Ferndal e
from August 7 through August 17, 2003. 108

O her Busi ness

11.

12.

13.

General Business: Communications,
reports, requests for future action of
t he Board.

O d Business: Issues that nmay be raised
for discussion purposes only which have
al ready been brought before the Board.

Executive Session: For the purpose of

recei ving advice from counsel

consi dering pending litigation, reaching

deci sions on adm nistrative |licensing and

di sci plinary hearings and personnel nmatters

as aut horized by Section 11126 of the

Gover nent Code.

A. Personnel

B. Board nmmy convene an executive session
to consider any of the attached pending
litigation.

C. The Board may al so convene an executive
session to consider any of the attached
pendi ng administrative |icensing and
di sci plinary heari ngs. NA
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POMONA, CALI FORNI A; THURSDAY, SEPTEMBER 18, 2003

EXECUTI VE DI RECTOR WOOD: Good norni ng, | adies
and gentlenmen. |1'd like to ask the nmeeting to please
cone to order. This is a regularly schedul ed neeting
of the California Horse Racing Board. |It's being
conducted on Thursday, Septenber the 18th, 2003. And
we're at the Hinds Pavilion in Fairplex Park in
Ponpona, California.

Present at today's neeting are
Chai rman Roger Licht, Vice-Chairman John Harris,
Commi ssi oner W liam Bi anco, Commi ssioner Al an
Landsburg, and Conmi ssioner John Sperry.

Before we go forward with the business
of this nmorning's neeting, | would like to
respectfully request that, if you have testinony to
give to this board, that you present your nane and
your organi zation before you speak. And if you have
a business card available, it would be nice to give
it to the court reporter after you give your
present ati on.

Wth that, 1'd like to turn the

nmeeting over to our Chairman, M. Roger Licht.
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CHAI RMAN LI CHT: Good norning, everybody. |
think we're at a real good juncture in the industry
right now. It seens |ike we maybe have turned the
corner.

Del Mar had a sensational neet.
Fairplex is off to a tremendous start. Bay Meadows
is off to a good start, fromwhat | hear. And the
Kneel and -- Kneel and sal es were record breaking. So
we have a lot of positive news. And hopefully it's
just the start of a turn in the right direction for
the industry.

First itemis the approval of the
m nutes fromour July meeting.

COW SSI ONER LANDSBURG. | have one smal
correction. On Page 1 of the minutes, there's a
quote in the last four lines attributed to -- the
last three lines attributed to ne. | believe it's
M. Harris's comrent that was nade

VICE CHAIR HARRIS: | don't think so.

COW SSI ONER LANDSBURG. On the first page of
the July 24th -- bottomthree lines. It should be
Conmi ssi oner Harris.

CHAI RVAN LI CHT:  Any ot her comments or
guestions?

Okay. 1'd like to hear a notion to
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approve the neeting mnutes as anended by
Conmi ssi oner Landsburg.
COW SSI ONER SPERRY:  So noved.
COW SSI ONER LANDSBURG.  Seconded.
CHAI RVAN LI CHT: Mved by Conmi ssioner Sperry.
Second by Comm ssi oner Landsburg.
Al'l in favor?
BOARD MEMBER VO CES: Aye.
CHAI RMAN LI CHT:  Opposed?
(No audi bl e response.)
CHAI RMAN LI CHT: Passed unani nmously.
Next itemis the application for
Paci fi c Racing Association to conduct their neet at
Gol den Gate Fields.

SPEAKER: M. Chairman, this presentation is

to be --
CHAI RMAN LI CHT:  Announce your nanre, please.
SPEAKER: (I naudible) --
THE REPORTER: ['msorry. | can't hear what
you're saying. |Is the mcrophone on?

(O f-the-record di scussion.)

(M crophone turned on.)
CHAI RVMAN LI CHT: Let's get started again.
MR M NAM: Roy Mnan, Horse Racing Board

staff. This is the application for Pacific Racing
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Associ ation to conduct a horse racing, thoroughbred
horse racing, neeting at Golden Gate Fields from
Novenber 5, 2003, to April 4, 2004. There'll be
raci ng 109 days, which is five nore than 2003.

There will be racing five days per
week, Wednesday through Sunday, with eight races
weekdays and nine or ten on -- nine or ten races on
weekends, holidays, or dates of special interest.
First post will be 12:45 daily. And there will be an
11: 00 o' cl ock post on Thanksgi ving Day -- Novenber
27, 2003.

At this time, we show need for the
horsenmen's agreenent, stakes schedule, fire
cl earance, and worker's conpensation insurance to
conplete this application. The staff recommends that
the Board approve the application, conditioned upon
receiving the information necessary to conduct the
nmeet .

COW SSI ONER LANDSBURG. Is there any problem
with the horsemen's agreenent? |s that why it's not
in?

MR. MNAM: W haven't received it -- to this
day, we haven't received the horsemen's agreenent
yet.

MR, LIEBAU: Wth respect to the horsenen's --
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CHAI RMAN LI CHT:  Your nane, please?

MR, LIEBAU:. MW nane is Jack Liebau, Pacific
Raci ng Association. There really is no substantive
problemw th the horsenmen's agreenment. The text of
the agreement is agreed to, w thout question. The
only outstanding itemis the stakes schedul e.

There is sonme di scussion going on; and
I think, for once, the association is urging that the
st akes schedul e stay where it is. W would like to
mai ntai n our graded races. And in order to do that,
we have to have purses of a hundred thousand doll ars
or nore. (lnaudible) --

THE REPORTER: |'m sorry. Could you speak
closer to the mcrophone? | cannot hear you. Could
you raise the mcrophone? Thank you.

MR. LI EBAU: The purse schedul e is being
di scussed. As probably sone of you know, the purse
schedule in Northern California is substantially |ess
than in the south. And at Santa Anita, | believe
you're | ooking at 28 percent of the noney going to
stakes. In Northern California, both at Bay Meadows
and CGolden Gate Fields, we are at 8 percent.

There is a little bit of discussion
about whether the purses on the two Grade 3 races

shoul d be nmintai ned at a hundred thousand doll ars,
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whi ch they have to be maintained in order to sustain
their status as graded races. | really think that
we're down to one grade, which is the -- where
there's a chance of it getting graded.

And we would like to raise it from?75
to a hundred thousand dollars in order to possibly
achieve that grade. So | would say that we have a
$25,000 problem And that's it. And |I'msure we
will reach agreement today or tonorrow on that.

COW SSI ONER LANDSBURG. Then, can we say at
t he begi nni ng of next week?

MR, LI EBAU. ©Ch, there's no question we'l
have it within a week.

COW SSI ONER LANDSBURG.  Thank you.

CHAI RVMAN LI CHT: Well, | have another
guestion. Racing services -- do you still want to

mai ntai n your agreenent with thenf

MR, LIEBAU. | think that it's on there, in
case we do. | think, at this point in tine, it
probably will not.

CHAI RMAN LI CHT: But do you want to maintain
the right to do it?

MR. LI EBAU:. There's flexibility to do that.
But | mean | would say that the chances of doing that

are slimto none.
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VICE CHAIR HARRIS: On the same subject, on
these out-of-state systenms with regard to Gol den
Gate. Are those guys trying to make strides to get
i nstant aneous transni ssion of data? Are they stil
| acki ng some of their data?

MR, LIEBAU. Well, 1 think, as you know,

Conmi ssioner Harris, that is pretty nmuch of a tote
problemas far as transnission is concerned. | think
all of the tracks believe that, you know, the system
could be inproved. And we are putting pressure on
our provider -- Autotote -- to do so.

| nean, as you've pointed out in the
past, you can nmeke a trade on the New York Stock
Exchange or Nasdaq al nost instantaneously. But we're
having a hard tine getting funds instantaneously. So
that is the concern at all of the tracks, including
at CGol den Gate Fields.

VICE CHAIR HARRIS: Clearly sonme of them are
being transmitted instantaneously. Just sone are
not .

MR. LIEBAU. That is true. | nean it's --
what is sent -- | mean one of the problens is that,
in sone particular states, all of the |ocations,
noney has to be sent at the sane tinme. And that

does, in fact, hold things up

10
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I think, for instance, Arizona -- the
track there -- and | can never pronounce it; it
starts with a Y.

CHAI RMAN LI CHT:  Yavapai

MR LIEBAU: Yeah. There's -- there are sone
ot her hubs as opposed to Turf Paradise. And all the
noney has to go fromthat track to that hub and back
to Turf Paradise before it's sent into SCOTWNC. And
that's one of the problens that I'mfamliar wth.
And | think the sane is a regulatory problemin
Fl ori da.

VICE CHAIR HARRI'S: Some of those people --
they just have to be told howit's got to be because,
I mean, it's a problemin California racing.

MR LIEBAU: | think that's true. But | think
we're dealing with sone regul atory problens in sone
particul ar states. And both Florida and Arizona bet
consi derabl e amounts in California.

CHAI RVAN LI CHT: Well, we're supposed to be
getting reports from TOC and sonme of the tracks,

i ncludi ng Magha, on their various visits to these
pl aces.

MR. LI EBAU. That's correct.

COW SSI ONER BI ANCO: | have one question.

|'ve been gone --

11
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THE REPORTER: Coul d you speak up a little
bit. I'msorry. | can't hear you. Could you speak
into your microphone, please.

COW SSI ONER BIANCO  What |'d like to find
out about is the equine hospital at Gol den Gate
Fi el ds.

MR. LI EBAU. The equine hospital has, in fact,
been finished and is in the process of being equipped
by the foundation that is taking over the actua
operation of it. That is being |led by the group up
there. | think, hopefully, that that is no | onger an
i ssue up there.

COW SSI ONER BI ANCO.  Thank you.

CHAI RVAN LI CHT:  Any ot her questions or
comments on Golden Gate Fields's application?

Motion to approve their application?

COWM SSI ONER MORETTI: | so nove.

COW SSI ONER LANDSBURG. -- by five business
days.

CHAI RMAN LI CHT: So by Septenber 257

Moved by Conmi ssioner Mretti that the
noti on for Golden Gate Fields to be approved for
their ensuing neet be made and contingent upon
recei pt of the horsenen's agreement on or before

Sept enber 25 of this year.

12
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Moved by Commi ssioner Mretti. Second
by Conmmi ssi oner Bi anco.

Al'l in favor?

BOARD MEMBER VO CES: Aye.

CHAI RVAN LI CHT:  Opposed?

(No audi bl e response.)

CHAI RMAN LI CHT:  Unani nousl y adopt ed.

The next itemon the agenda is the
application for Hollywod Park to race their fal
meet .

MR M NAM: Roy Mnani, Horse Racing Board
staff. Churchill Downs California Fall Operating
Conmpany will be conducting a thoroughbred race
meeting at Hol | ywood Park November 11 through
Decenber 21, 2003, for thirty days, which is five
days | ess than 2002.

There will be racing five days per
week, Wednesday through Sunday, with eight races on
Wednesday, Thursday, and Friday and nine or ten on a
sel ected basis on Saturdays and Sundays.

First post will be 12:30 daily and
with an 11:00 o' cl ock post on Thanksgi vi ng Day,

Thur sday, Novenber 27.
We are still in need of the horsenen's

agreenent, fire clearance, and stakes schedule. The

13
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staff recommends that the Board approve the
application conditioned upon receiving the necessary
i nformation.

CHAI RMAN LI CHT: | have the sane question for
Hol | ywood Park now that | had for Golden Gate Fields.
What about RSI?

MR, WYATT: | already listed ours.

Eual Watt, Hollywood Park.

It's listed in our application. And
as sonebody said, we would be sending our signal to
it as a matter of routine. |'d just answer the sane
way as M. Liebau did.

COWM SSI ONER LANDSBURG.  And your horsemen's
agreenent is expected when, M. Watt?

MR, WYATT: We have -- we don't a signed
agreenent. But we do have an agreenent. W had sone
| anguage changed t hat was consensual. And that's
bei ng made. And then we'll sign the contract. We
have an agreenent.

COW SSI ONER LANDSBURG. And we can expect it,
again, within the sane five busi ness days?

MR. WYATT: | would think so. Yes, sir

CHAI RMAN LI CHT: Also we're going to defer
di scussi on about your ten-day track rule to our next

nmeeting, at which tinme | think you and CTT and any

14
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other interested party will give us whatever evidence
you have with respect to the validity of that and
the -- how it affects racing.

MR. WYATT: Thank you, sir.

CHAI RMAN LI CHT: OCkay. And | had one other
guestion in my notes here. There was a problemwth
Hol | ywood Park opening the back side, the barn area,
in atinely manner this year, | understand; is that
correct? Was there --

MR. WYATT: That is not correct. W
traditionally, for as long as | can renenber, open
the barn area the Friday before Del Mar is closed.
And we did so this year.

CHAI RVAN LI CHT: Ckay. So it was done in a
timely manner?

MR. WYATT: Yes, sir.

CHAI RVAN LI CHT:  Okay.

VICE CHAIR HARRI S: There is one issue at
Hol | ywood Park on the timng systens with the tote
board. Has that been corrected?

MR, WYATT: |'m not aware of any issue. W
do, if you're aware, have a new tote board that
Southern California tracks will be sharing.

VICE CHAIR HARRIS: So you'll be using the new

one with the 14 nunbers?

15
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MR. WYATT: That's correct.

CHAI RVAN LI CHT: Any ot her coments or
guestions?

Motion to approve Hol |l ywood Park
contingent on a horsemen's agreenent within the same
time period -- by Septenber 25, '03.

COW SSI ONER MORETTI:  So noved.

COWM SSI ONER LANDSBURG:  Seconded

CHAI RMAN LI CHT: Moved by Conmi ssi oner
Moretti. Second by Comm ssion Landsburg.

Al'l in favor?

BOARD MEMBER VO CES: Aye.

CHAI RMAN LI CHT:  Unani nously passed.

MR. WYATT: Thank you.

CHAI RMAN LI CHT: Next itemis the discussion
and approval of a nom nation to -- of the two
directors to the CTHF.

MR. REAGAN: Good norni ng, Comm ssioners.
John Reagan, CHRB staff.

The CTHF, the welfare organization for
t hor oughbreds, has a board. And two nenbers have
been renominated to that board. And both of these
menbers -- Noble Threewitt and M ke Ames -- are wel
known to this staff and have been hard-worki ng and

dedi cated nmenbers of that board. And we recomend

16
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you approve their renom nation.

CHAI RMAN LI CHT:  Any di scussion or coments?

COW SSI ONER MORETTI:  Two-year term John?

MR. REAGAN. Yes, mm'am

CHAI RVAN LI CHT: A notion to --

COW SSI ONER SPERRY:  So noved.

COW SSI ONER BI ANCO:  Seconded.

CHAI RMAN LI CHT: Moved by Conmi ssioner Sperry.
Seconded by Commi ssi oner Bi anco.

Al in favor?

BOARD MEMBER VO CES: Aye.

CHAI RVAN LI CHT: Opposed?

(No audi bl e response.)

CHAI RMAN LI CHT: Those two are unani mously
approved.

The next itemis a request of Oak Tree
to suspend our Rule 1606 regardi ng the coupling of
horses so that the same owner, same trainer of horses
will not have to be coupled with a non-Breeders' Cup
races -- on Breeders' Cup Day.

MR. REAGAN: Yes, Conmissioners. This is a
situation where the first request wasn't quite as
conpl ete as we thought. They asked that the
Breeders' Cup races on October 25 be run with 1606

wai ved.

17
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Come to find out that the additiona
four races run by GCak Tree were not covered by that
request. And there are a certain ampunt of state
jurisdictions that can't mix the rules, given their
tote systens. And they would, of course, drop the
Oak Tree races and gone with the Breeders' Cup races.

In order to avoid that kind of m x-up
OCak Tree has now requested that their races, in
addition to the Breeders' Cup races, be run with 1606
wai ved to make it kind of a consistent program That
seened |i ke a reasonabl e request.

CHAI RMAN LI CHT:  Any discussion or coments on
this?

VICE CHAIR HARRIS: How does this work as far
as if there's an interference problemw th a horse
that's not coupled with the same ownershi p? Does
that reflect on the placing of the other horse?

MR, REAGAN: Well, | think that would be up to
your stewards. But | wouldn't think so.

VICE CHAIR HARRIS: It would if it was an
injury, | think. There is an issue if a horse is
interfering with another horse and the other half of
the entry wins -- what happens to the other horse?

MR, REAGAN. You got ne.

EXECUTI VE DI RECTOR WOOD: \What was your

18
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question, M. Harris?

VICE CHAIR HARRI S: |f you've got -- say
you' ve got an entry, 1 and 1-A, and 1 wins. But one
of the reasons 1 wins is because 1-A wi ped out the
field. Does the 1's victory still stand?

EXECUTI VE DI RECTOR WOOD: Yes. It does -- if
you' re tal king about in a coupled entry?

VI CE CHAIR HARRI S:  Yeah

EXECUTI VE DI RECTOR WOOD:  |If 1 comes down --
1 -- Nunber 1 conmes down, the other one cones down
t oo.

VICE CHAIR HARRI'S: So they both cone down?

EXECUTI VE DI RECTOR WOOD: Ri ght.

VICE CHAIR HARRIS: So that victory does not
stand?

EXECUTI VE DI RECTOR WOOD:  Yeah.

VICE CHAIR HARRI S: Okay. But in this
i nstance, how woul d you handl e that?

EXECUTI VE DI RECTOR WOOD: It woul d be
di fferent nunbered horses. It would be uncoupling --

VICE CHAIR HARRIS: So in this instance, it

woul d st and?

EXECUTI VE DI RECTOR WOOD: It would stand -- if
officials would -- if the other horse interferes, he
was -- assum ng he was the cause of the interference

19
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and either one would stay, he would still stay up

VICE CHAIR HARRI S: | mean that would be the
i ssue. We would hope it wouldn't happen. But that
woul d be one of the concerns.

EXECUTI VE DI RECTOR WOOD: And that's why we
have the rule as it is today for the coupling issues.
But in this particular case, we're tal king about four
races on Breeders' Cup Day.

MR. REAGAN:. Yes, sir

VICE CHAIR HARRIS: | don't understand what
the out-of-the-state problemis. | mean they're just
taking bets on the nunbers. | don't see -- it would

be immterial if there was an injury or not an injury
or what .

MR, REAGAN. | agree with M. Harris. This
i nformati on was passed on to me from Cak Tree --
their people.

But apparently there are a couple of
out-of-state | ocations that, once they set the post
for the day and they set the paraneters for rules --
in other words, they would say, "For this given day,

we're going to go w thout coupling," because | think
in Breeders' Cup, if one of the Cak Tree races cane
through with a coupled injury, apparently that would

throw that race out of the m x and cause those kind

20
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of problenms. So --

COW SSI ONER LANDSBURG. There's no real logic
to that.

VICE CHAIR HARRI S: Yeah. | nean still it
woul d matter --

COW SSI ONER LANDSBURG. It's numbers and
numnbers.

VICE CHAIR HARRI S: Which jurisdictions did

they come up with that had that problen?

MR, REAGAN. | don't really recall
CHAI RMAN LICHT: | want to hear fromChilly
Chillingworth and al so Autotote. Autotote is here

t oday, too
MR. CHI LLI NGWORTH:  Sherwood Chillingworth,
Oak Tree Racing.

Insofar as the first issue's
concerned, | think that, if you have an uncoupl ed
entry, interference by 1 -- Nunber 1 with Nunmber 2 --
woul dn't disqualify Nunmber 1-A if he won the race. |
think that's an old -- that's one of the purposes of
the coupl ed entry.

And the second thing is to create
nore -- a larger betting field. The reason we want
to do this is that we're planning on having a

guaranteed Pick 4 for the last four races. And we

21
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want to have big fields to encourage nore wageri ng.
And with uncoupl ed entries, you always have a better
chance of doing that.

I nsof ar as the technical question's
concer ned, about why some jurisdictions can't, you
know -- the tote systenms can't handle eight races one
way and four the other, | don't know.

(M. Liebau and M. Chillingworth

confer at the m crophone.)

MR. CHI LLI NGAORTH:  Wel |, Jack advi sed ne.
It's Great Britain is the problem So how that
figures into the matrix, | don't know.

CHAI RMAN LICHT: Well, it just seenms like it
just makes nore sense irrespectively of that --
mean to have 'emcoupled -- not to have 'emin
couples. W can get nore betting interest.

I don't think there's any dispute that
everybody is going to be trying to their maximumto
win these races. There's a |lot of prestige.

MR, CHI LLI NGWORTH: Yes. M thinking is that,
on a day like this, the people involved, horses
i nvolved -- you know, you're not going to have any
shenani gans |ike --

CHAI RVAN LI CHT:  Yeah.

MR. CHI LLI NGWORTH:  -- hol di ng back one horse
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to let the other horse wn.
increases -- it has a great
t he nunber of betting entr

possi bl e.

And it

pr obabi

obvi ously

ity of increasing

es. W need as nmany as

We are going to have a -- on our

openi ng day -- Septenber 28 -- we're going to do a

guaranteed Pick 4. And we're going to see what that

does in the way of handle before we commit to a

guaranteed Pick 4 on the Breeders

But, nevert hel ess,

thee nore entries you have,
have of a | arger handle.

VI CE CHAI R HARRI S:

Cup Day.

havi ng said that,

the better chance you

Clearly,

have any given coupled entries, the

that the ownership --

MR, CHI LLI NGWORTH

common.

now, when you

pr obl em bei ng

Ownership interest is

CHAI RVAN LI CHT: Any questions or conments

or --

COWM SSI ONER SPERRY:

| nove

approval, M.

Chai rman, of the suspension of Rule 1606 on the four

races to be run at Oak Tree on Breeders' Cup Day.

CHAI RVAN LI CHT: Mved by Conmi ssioner Sperry.

Is there any second?

COVM SSI ONER BI ANCO:

Second.
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CHAI RMAN LI CHT: Second, Conmi ssioner Bianco.
Al in favor?

BOARD MEMBER VO CES: Aye.

COWM SSI ONER LANDSBURG. | abstain, Roger.

CHAI RVAN LI CHT:  Anybody opposed?

It's five -- four, with Conmi ssioner
Landsburg abstaining. 1t's passed.

Okay. Nunber 6 -- the discussion to
suspend Rul e 2040 regarding directors to serve
si mul t aneously on TOC and on Qak Tree.

MR. REAGAN: Conmi ssioners, as indicated by
the letter in the package, two of the board nenbers
of the TOC have been asked to join the board of the
OCak Tree Racing Association. This is contrary to our
Rul e 2040(a). And they're asking for a waiver of
this rule.

| see that there are nenbers fromthe
TOC here to speak to that.

CHAI RVAN LI CHT:  Okay.

MR. VAN DE KAMP: Good norning, M. Chairnman,
Hel | o, Conmmi ssi oners.

CHAI RMAN LI CHT: Identify, please.

MR. VAN DE KAMP: John Van de Kanp, TOC.

At our Septenber 5 board neeting, we

di scussed the acceptance by M. Lewi s and Ms.
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McCaffry to positions on the Oak Tree board. Both of
them requested the opportunity to remain on the TOC
boar d.

In Bob's case, he'd been with us for
close to seven years. He'd been our chairman. He
had been a representative on the NCRA board. And
don't think | have to tell you how val uabl e Bob Lew s
has been to California racing as a great owner, as a
charitabl e benefactor. | think the Lew ses, you
know, stand on top of the California racing -- what
they' ve done for ownership and for California owners.

And Trudy McCaffry, as you know, has
been extraordinarily active and successful as a
owner; again, charitably m nded; involved in al
aspects of racing, including nenbership on the board
of CTBA, organizer of "Kids to the Cup."

Qur board tal ked about this at sone
l ength, very nuch aware of the Rule 2040(a), which
says that you cannot be a nenber of the TOC board,
unl ess you're an honorary director, as well as a
raci ng associ ati on.

And after discussion -- and it was
resol ved unani mously -- every nenber of the board --
to come to this Board and ask for a waiver under Rule

1406, for themonly, so that they might remain on the
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board, certainly, till the end of their terns.

Oak Tree, as you know, is a nonprofit
organi zation. W believe -- and | talked to M.
Chillingworth about this -- that, in both of their
cases, they can and they said they will refrain from
voting on issues that are rel ated between the two,
whet her they're serving on the TOC board on GCak Tree
i ssues or vice versa

They are people of goodwill. And they
are terrific advocates for California racing. |
think they can continue to nake a great contribution
to us. And with the understandi ng and adnonition
that they would have to avoid conflicts of interest
between the two, | think that it can work. And
request that this waiver of the rule be granted in
their case.

We have asked -- | think through
M. Charles, through M. Harris -- for an attorney
general's opinion on this. W believe they can serve
with the understanding that they refrain fromvoting
on related issues. | have, for the Board this
norni ng, a copy of the statenent that | prepared for
our board back in 1999 about conflicts of interests.

In fact, | think M. Landsburg at that

time was on the board and also, | think, had been on
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the board at that time, if I'mnot m staken of
YouBet. And he continued to serve on our board and
very carefully refrained fromany voting on issues
that pertained to YouBet.

So this statement was prepared.
think there's a fairly rough statenent of existing
law. And M. Knight can certainly take a | ook at it
and even have his own opinion about it. Let ne just
pass this to himand to the Board.

CHAI RMAN LI CHT: While you're doing that, the
things that would interest me and i nfluence ne here
are three key issues. | think that Nunmber 1 is
"What's best for the industry? 1Is it best for
i ndustry to have them on both boards or not to be on
bot h boar ds?"

The question of "How rmuch is diversity
of value to the industry, just having different
peopl e that have different inputs?" That would be
Number 2.

And Nunber 3 -- the idea of conflicts.
And 1'd |ike to hear sonme discussion on all three of
t hose.

MR. VAN DE KAMP: Well, | think I've addressed
the issue of conflict. We don't think it's going to

come up very often.
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In terns of diversity, they al so have
the experience in this business that very few have.
That, | think, is truly beneficial to the industry on
both boards. QOak Tree, in |arge nmeasure, does
significant charity work. Both of them have
significant charity background. That is not a
conflict, of course, with what we do at TOC

VWhat could conflict, of course, are
contracts between the two of us. And I'mgoing to
say that, in both instances, whether they're serving
on the Cak Tree board or on the TOC board, they be
recused fromthat and recused from di scussi ons of
those issues pertaining to the two.

And they have to wal k carefully.
There's no question about it. But |I think with, you
know, proper advice as to when they can or cannot get
i nvol ved, that they can handle that conflict quite
ef fectively.

In terns of diversity, we |ove to have
diversity. W now have 15 nenbers on our board --
actually 14. John Anerman recently resigned, because
of other board responsibilities, to go el sewhere.

But now we have, you know, trainers on the board.

We have sonme nenbers who are on the

CTBA board. And M. Harris is still on the CTBA
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board, as | understand it. And that is not a
conflict of interest here, apparently.

We think their stature in the industry
and their involvement -- and | can only tell you that
both Bob and Trudy cone to all the nmeetings. They're
heavily involved in everything we do.

And if you think that the work we do
is just a once-over-lightly situation, you' re wrong.
We neet once a nonth. We have four-hour neetings.

We have occasional conmttee nmeetings. The actua
hours that are put in -- and Bob and Trudy can speak
to this thenselves -- that it is enornous.

And both of themwould |ike to stay on
the board and think that they can serve effectively
on our board as well as on the GCak Tree board. And
we think they're extraordinarily val uabl e.

And that's why every nenber of our
board, cogni zant of the, you know, potential issues
where they'd have to recuse thenselves, felt that we
should come to you and ask for a waiver in their
particul ar situation.

We're not asking for elimnation of
the rule 'cause we think the rule, in many ways,
makes sense. |In their case, however, we're asking

for a waiver and, | would say, until the conpletion

29



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

of their terms. And | think, in one case, it's two
years. And | think, in the other, it's a three-year
termthat they would be finishing up. Qur terns
start July 5. So they're both less than three years.

CHAI RMAN LICHT: M. Friendly, | think you
wanted to speak?

COWM SSI ONER LANDSBURG: Before he does, 1'd
like to set our record straight, please. Wth all
due respect to M. Van De Kanp, | was serving on two
boards until the TOC determ ned, by a board vote,
that you cannot serve on two boards at once.

And, in fact, the board called for ny
resignation. It was a point of not so nmuch ny
serving on two boards but who was serving and how
was serving. Three nonths after that event, | did
resign fromthe board of my owmn and for a very good
reason.

But, at least for the record, John,
the board did vote ne off because there was a
conflict of interest. The fact that another board
overturned it is still another part of the story.
Thank you. That's for the record.

MR. FRIENDLY: M nane is Ed Friendly. |'man
owner .

For those of you on the board that

30



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

don't know nme, | used to be on the TOC board. As a
matter of fact, |I'ma founder of TOC and served as
their chairman and president for many years. And

too share John Van de Kanp's opinion of Bob Lewi s and
Trudy McCaffry. | think they' re fine, upstanding,
wonder ful peopl e who have nade a great contribution
to racing.

But | don't think that's the issue
here. | think there is a very serious issue of
conflict of interest. And | think the precedent
woul d be inproper to say, "It's okay for two people,
but the board -- but the rule still stands."

Basi cal | y speaki ng, even though tracks
and owners should be and are conpati bl e and have the
same interests at heart, at the sanme tine, they are
vying for the same doll ars.

Some background information: For
reasons which | don't understand, there is a lawin
California that the only noney owners can get out of
racing is fromthe handle. The betting noney that is
put through the track is the only way purse nobney can
be derived.

Owmners are not allowed to boycott.
They're not allowed to strike. Owners cannot

negotiate for any formof profit to the racetracks --
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i.e., prograns, concessions, parking, or any other
forum That's alaw. | think it's a ridiculous |aw
but that's the fact.

| personally went to the California
| egi sl ati on about nine years ago with Drew Couto
who was then our adnministrator, and some of our
menbers of the board. And we asked to change that
rule.

We asked for the right to negotiate
for part of the tracks' other income such as the
concessi ons; parking, you know, and prograns. The
tracks, who have put up a |l ot nore noney in | obbying
than the TOC could, won and won handsonely. And TOC
was denied the opportunity to negotiate.

That basically is the conflict here.
We, the owners, want part of the inconme that the
tracks earn. Advertising, for exanple -- the tracks
will make a contract to get a sponsor for a race.
The owners aren't allowed to get a part of that.

| think it would be wong to deny the
owners the right to negotiate against the tracks for
that noney. Yes. W have the sanme conmon interests.
But we also are vying for the sane dollars.

The precedent of letting an owner be

on the TOC board and be on the racetrack board is
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absolutely contrary to the reason TOC was founded ten
years ago. And to ne, it would be as |udicrous as
sayi ng a nmenber of your board could be on a track
board. | just think it's a terrible precedent.

And | reiterate: | have the greatest
respect for Bob Lewis and Trudy MCaffry. But |
don't think that should be the issue here. Thank
you.

MR. CHI LLI NGWORTH:  Sherwood Chil I'i ngwort h,
Cak Tree Racing. |'ve been a director of Oak Tree
for over 14 years. And we've al ways enjoyed very
am cable relationships with TOC. Qur interests are
very much in comon.

M. Friendly pointed out an instance
that I was not aware of where there apparently was
some kind of strife. But, as long as |'ve been with
OCak Tree, we've only had one dispute with TOC. And
it was the year that we ceded a week to Hol |l ywood
Park to run Breeders' Cup.

And therefore we had a foreshortened
season, and we were running all of our Breeders' Cup
preparations, as we nornally do, early in the week
whi ch caused us to have sonething like a 29 percent
rati o of stakes and overni ght purses. And they

objected to that -- | think it was |ike 28, 27
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percent.

But this was a special occasion. W
were doing it on behalf of the industry, to help
Hol | ywood Park get their prep races in here in
California. And to ny know edge, that's the only
time we've had any even renptely contrary thing to
what they want to do.

So I'm saying that, theoretically,
there may be sonme problenms. Practically, there have
never been any problens. Thank you.

COW SSI ONER LANDSBURG.  Chilly, how many
board menbers do you currently have at Cak Tree?

MR. CHI LLI NGWORTH: We have five

COW SSI ONER LANDSBURG. So that you are now
adding to or subtracting from other nmenbers besides
t hat ?

MR. CHI LLI NGWORTH: W' re addi ng to.

COWM SSI ONER LANDSBURG.  You' re addi ng two?

MR, CHI LLI NGAORTH:  Even if they recuse
themsel ves, then, in the case we have a TCC i ssue, we
still have five, which is a clear --

COW SSI ONER LANDSBURG: But you're adding two
menbers to your board; correct?

MR, CHI LLI NGWORTH:  Correct.

COW SSI ONER LANDSBURG. Proposing to add two
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menbers to your board?

MR, CHI LLI NGWORTH:  Correct.

CHAI RMAN LICHT: Well, it's not that they're
just replacing people. Soneone died and --

MR. CHI LLI NGNORTH:  Wel |, one of our nmenbers

di ed.

CHAI RMAN LI CHT: They're not new? You're not
addi ng -- making the board | arger?

MR. CHI LLI NGAORTH:  No. The board is not --
we're -- we are -- our by-laws provide for seven

directors. And we have not filled all seven slots.
So this is an effort to increase the board to its
full, normal size.

COW SSI ONER LANDSBURG. So it will now be
six? |Is that what you're saying?

MR, CHI LLINGWORTH: I1t'Il be seven.

COWM SSI ONER LANDSBURG: It'Il be seven?

MR CHI LLI NGAORTH:  Yes.

COW SSI ONER LANDSBURG. Well, you said one
menber died. And with --

MR. CHI LLI NGWORTH:  Well, it was six. And
then we had one nenber die. So then we have five
remai ni ng menbers.

COW SSI ONER LANDSBURG. | see. Thank you.

CHAI RMAN LI CHT: VWhat about the idea of
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diversity in the industry -- having different people
that have different inputs, fromdifferent places?
How do you feel about that?

MR. CHI LLI NGAWORTH:  Well, | guess ny feeling
is and our board's feeling is M. Lewi s and
Ms. McCaffry have a wi de-rangi ng, geographically and
just inside the State of California, w de-ranging
experience which we can benefit by. And the nore
peopl e you have that are know edgeabl e, are
interested -- you know, you can get people on your
board that don't do anything.

But here are two very active

know edgeabl e people. And we very nuch want to have
their advice and their know edge. And, therefore,
they are giving us diversity by bringing nore data
and opinions and so forth to our group

COWM SSI ONER LANDSBURG:  Thank you, M.
Chillingworth -- unless you have nore. | don't want
to interrupt you.

MR, CHI LLI NGWORTH: No. I'm-- |'ve conpleted
my statement. Thank you.

COW SSI ONER LANDSBURG.  Havi ng served with
M. Lewis on the TOC board for a number of years, no
one has greater respect for his judgnent and his

ability. | don't know Trudy MCaffry. |'ve net
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casually with her, never served with her on a board.

Having said that, in the previous item
under discussion, | chose to abstain because what we
were doing in doing that was changing a rule to
conveni ence racing; but it was only four races. |
felt opposed to it. But | did not want to start, on
behal f of this board, a |ong wangle over four races
which will be done in one day.

But | did abstain fromvoting on it
because | can't bring nyself to vote down a rule
whi ch we have made in good faith.

This board has made a rule in good
faith and follows rules in good faith in everything
it does. | have a great personal fondness -- and
this is hard for ne to say -- | trust Bob Lewis's
instincts. And |I'msure Trudy McCaffry's are just as
solid and just as w nning.

But we have a rule. And if we
continue to make aberrations to that rule on behalf
of people we love, then we're not serving either
racing, the State, or our own Board.

So as much goodwi Il that | have for
both of them and as nmuch goodwi Il | have for John Van
De Kanp, | can see no rational reason, except "Let's

be nice guys." But "Let's be nice guys" isn't what
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we' re about.

And so | would urge the Board not to
approve this particular nove, with some regret. But
| feel very strongly that we have to abide by our own
rul es.

VICE CHAIR HARRI'S: Yeah. | agree with Al an
on this one. | think -- | nmean there's no dispute at
all about the credentials of the people, who are
outstanding. And if you want to do it for anybody,
you want to do it for these two individuals. It's
just -- | don't know what the real nexus of the rule
was.

But | think there are -- actually for
the people that are involved, it's hard. | think we
need a really strong advocates fromall segnents --
fromthe associations, TOC, the unions -- everybody.
And it's tough to be a strong advocate if you're
conflicted and have to abstain or can't participate
in a discussion on sonething.

And | think that the people who are
elected to TOC were el ected by their owners who are
payi ng dues. 1 percent of all their purses go into
TOC. And it's not an optional thing. You can't
bel ong -- or not belong. So they have sone

expectation that the rules, you know, would be
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f ol | owed.

| can see sone grace period of tine
that these two people could have full directorships.
But | think it would be nore a period of -- fairly
smal | period, short period to just allow the TOC to
find some new directors, if that was the direction it
went .

Did we do a research on what the nexus
of the rule was?

EXECUTI VE DI RECTOR WOOD: M. Harris, we tried
to research the nexus of the rule and found, through
our research, that the rule that addresses this issue
had been in effect for quite some tine. It wasn't
created just at the tinme the TOC was forned.

It was there when the HBPA was in
exi stence, probably not the portion of the rule that
says you can't be a nenber of the horsenen's
associ ati on and a menber of a board -- a racing
association. So that's been a rule standing for sone
quite long tine.

VICE CHAIR HARRI S: What year did that cone
in?

EXECUTI VE DI RECTOR WOOD: |'m not sure of the
year.

VICE CHAIR HARRIS: Wiy did they change the
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rule? | nean --

EXECUTI VE DI RECTOR WOOD: We adjusted the rule
to address the formation of TOC when HBPA and CTT
split up. And that rule was changed to address the
TOC i ssues.

MR, LEWS: Chairman, a |ate good norning.
Conmi ssi on Peopl e, good norning.

CHAI RMAN LI CHT:  Announce your name.

MR, LEWS: |'mBob Lewis. And |I've given the
| ady ny card.

I am enbarrassed that a subject of
this nature has to conme before you and take the tine
and attention of the California Horse Racing Board.
| do also feel -- have the feeling of nostalgia
because, in the initial sales here in Perris, in
1990, Beverly and | bought our first two horses.

And we have been conmitted to the
t horoughbred industry ever since that tine, both here
in California and in -- we've had the good fortune of
racing on a national basis.

I would like to speak to you for just
a monment, and | will try to not go on at too great a
l ength or stand up on ny soapbox here. But | guess
it's been a pattern in ny life, whether it was the

brewi ng i ndustry or the thoroughbred industry, that,
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when I'minvolved, | like to truly be involved and
like to make a contribution and feel confortable in
my own mnd that |I'm making that contribution.

And t he thoroughbred industry has been
so unbelievably good to Beverly and | that | can't
begin to express to you the kind of gratitude that we
feel. In a recent comunication that | saw from
Conmi ssioner Harris, there was sone reference nmade to
the fact that maybe it is only right and fair to give
ot her people the responsibilities to serve.

And | certainly subscribe and agree to
that. But | can tell you that one person who served
longer in the TOC, as its chairman, than its origina
founder, Ed Friendly, is the man before you right
now -- Bob Lewis. | served three years as chairman
I had the privilege of serving with Comr ssioner
Landsburg and Commi ssioner Harris.

And | feel so strongly that and know
from experi ence, having been on two noni nating
committees for the TOC, that despite M. --

Conmmi ssioner Harris's belief, you just can't rush out
and find candi dates who are willing to serve on these
conmi ssions or these boards. They don't pay that
wel | .

And as npbst of you are aware,
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recently or next -- a week fromtonorrow, will have
the gavel conme down. And ny business of 47 years
will be sold to Anheuser-Busch. And there's no
question about it. | amin need of enploynent. But
these opportunities aren't paying very well

But | would like to devote even nore
of ny time to the thoroughbred industry. And | --
contrary to Comr ssioner Harris's belief, you cannot
go out and find candidates to run for an office of
TOC that easily. It is very difficult.

And during the npst recent two-year
peri od, we have had three el ected directors who have,
in turn, turned in their resignation and failed --
and | don't like to use the word "failed" -- but
failed to fulfill their full commtnent. And |I'm
sure they were for very valid and good reasons.

But it's unfortunate that they can't
make a further input to the thoroughbred industry.
I"m spoking to you on ny behalf sinply by saying that
I would Iike to make it known to you that | am not
going to resign and |I'm nnot resigning from TOC

But if it is in your wi sdom and your
belief that this would be inappropriate, then I wll
certainly acquiesce to that and do so and hopefully

retain the goodwi || of each of you people whom | have
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been acquai nted with through the years.

But nmy desire is to, in every way
possi bl e, serve the industry. | wll recuse nyself.
And | think our fellow nmenbers of the Oak Tree
Associ ation or our fellow directors of TOC will be
the first people to be on us if we are not -- if we
are acting inappropriately or if we are, in some way,
confusing the issues. And that is certainly not our
i ntent.

We just don't believe that, overnight,
the void of Trudy and | |eaving the board can be
filled to the effectiveness of the industry. And
don't mean that to speak critically of anybody as a
horse owner.

But one of the reasons we have felt so
strongly about this is that the Oak Tree Association
is a horsenmen's group. And as many of you who are
horse owners, you automatically are nenbers of the
TOC.

And to those people who are on ot her
conmmi ssi ons and ot her boards -- they automatically,
also, if they own horses in California, are
automatically nmenbers of the Thoroughbred Omers of
Cal i fornia.

And | just make nmention of that --
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sinply that, our feelings -- | know Trudy's as
well -- are that of deep sincerity, love for the
i ndustry, and wanting to help in every way possible.
| appreciate your time greatly -- your npst
grateful -- I"mnost grateful to you for your tine
here this norning.
And |'msorry |I've taken this much
time of your agenda. Thank you very nuch.
CHAI RMAN LI CHT: Thank you.
COWM SSI ONER MORETTI: | have a comment.
Thank you, M. Lewis. | -- | think
you nade sonme very good points. And | don't think
there's a person in the horse racing industry that
doesn't have utnost respect for you and admiration
for Trudy as well.
| feel that we are constrained within
the rule that we have because, part of our charge, as
you know, is to protect the integrity of the industry
and the perception of the integrity of the industry.
And that's where | have conflict in saying "Okay" to
this at the nonent. However, this is a CHRB rule.
And per haps what we should do, if it's
causing -- if there really is a shortage and you
can't figure out the conflicts and there's no way to

put you folks in, into the Oak Tree board as well as
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the TOC board and such -- and | certainly have no
reason to believe that there is a -- that there is
not a problemthere as you see it -- but perhaps what
we ought to do is take an evaluation of that rule,
whi ch we don't even have clear understanding as to
when it canme in exactly and, you know, | mean | can
see, on the face of it, there's a lot of reasons for
t hat .

But | think I would have to vote "No"
today on this, within the context of where we are and
what we're charged with at the nonent. And it's very
difficult to say that to you because you know that |
have the greatest fondness for you.

But | woul d suggest, perhaps,

M. Chairman, that this is something that we should
| ook at and see if it fulfills what we want it to
fulfill.

CHAI RMAN LI CHT: Ckay. M. Van De Kanp.

MR. VAN DE KAMP. Yes. John Van De Kanp, once
again. You know, with respect to rules, Rule 1406 is
a rule that says, "For good cause, with or without a
hearing, the Board nay tenporarily suspend the
application of any its rules upon conditions it may
i mpose."” So you know the rules provide for

exceptions, as rules should, with good cause.
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Now, M. Harris, you nentioned perhaps
there should be a time frame. And one of the other
possibilities would be -- we run our elections
usually in May. The terms begin July 1st. At the
very least, we're asking for a suspension of the rule
so they could fulfill their termns.

But one way we might do this in a nore
orderly manner would be to pernit themto serve out
certainly the next year until a new series of menbers
woul d be el ected. W have staggered terns.

CHAI RMAN LI CHT: Any other comments fromthe
public? fromthe conm ssioners?

COW SSI ONER BIANCO:  Is it possible to get
the attorney general's opinion on this?

COW SSI ONER LANDSBURG. We did it. And he's
sitting right here.

DEPUTY ATTORNEY GENERAL KNI GHT: In terms of
an opinion -- | haven't formed or prepared an opinion
on the issue. 1've |ooked at the regul ation.

As M. Van De Kanp points out, the
regul ati on does provide for exceptions for great
cause, and good cause is just that. There has to be
a justification for it. There's no guidelines for
what "good cause" is, certainly in this context.

| have heard -- | will tell you, in
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government context, this is the kind of conflict you
woul d not be able to have because there does appear
to be situations where there, as the parties have
acknow edged, there are direct conflicts, at |least on
a couple of areas.

I''mnot aware of any prohibition in
the law for this sort of thing in this context where
you' ve got -- you don't have public officials
i nvol ved such as you do in governnent. Governnent
officials cannot be in those kinds of conflicted
positions.

But I'm not aware of anything in the
| aw that woul d, per se, prohibit it. And you have
i ssues where you find just cause -- "just cause" in
your regulation -- you'd have authority to waive al
or part of your existing regulations or your rules.

COWM SSI ONER SPERRY: M. Chairman, | don't
believe that GCak Tree is any danger of not being able
to operate with the five board nmenbers it has.
respect those that are wanting to serve as nmuch as
anybody. However, |'m not convinced that there's a
real need to nake inmedi ate change or waive a rule
simply to allow the two people that are being
proposed to serve on the board.

' m hopi ng that you can show ne that
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there is a reason that you do need to have
addi ti onal people.

CHAI RVAN LI CHT: Well, M. Sperry, it's ny
understanding, from | guess, just general
scuttl ebutt and also fromthe fact that it's TOC
that's made this proposal to us that, if we do not
pass this waiver, that M. Lewis and Ms. MCaffry
woul d resign from TOC and woul d continue with Gak
Tree as opposed to --

VICE CHAIR HARRIS: | think that M. Lew s
stated that he would stay with TOC if that was the
choice, but |I'mnot sure --

MALE SPEAKER: W can't really control what

OCak Tree does. And | agree with M. Sperry that they

haven't illustrated that there's a conpelling need to

have nore directors.

MR LEWS: M. Chairman, | believe, if |
may -- excuse me, Commi ssioner Harris.

COW SSI ONER LANDSBURG. Pl ease identify,
agai n, Bob.

MR. LEWS: Pardon?

COW SSI ONER LANDSBURG. I dentify, again.

MR LEWS: Bob Lewis, a nenber of the Oak

Tree Association and | suppose you should include the

TOC as wel | .
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But if it is not within the framework

of wi sdom of the Board to allow us -- Trudy as wel
as nyself -- and | amtaking the liberty of speaking
on Trudy's behalf -- then, yes, we are going to go to
the OCak Tree neet. And we will -- with your
i nsistence, we will resign fromthe TCOC

VICE CHAIR HARRI'S: | misunderstood.

CHAI RMAN LI CHT: That's what | thought.

COW SSI ONER SPERRY: Unfortunately, that's
their choice to do so. That -- that doesn't change
the rule --

CHAI RVAN LI CHT:  No.

COW SSI ONER SPERRY: -- or the reason for the
rule.

CHAI RVAN LI CHT: No. But | just wanted
everybody to be clear on the fact that it was TOC
that made the proposal. And the understanding that |
had was they would remain -- would join Oak Tree and
not TOC.

Do we have a nmotion at all?

VICE CHAIR HARRI S: Just to get something on
the table, I would nove that we waive the rule only
until the next TOC el ection, which would be in Apri
or May to give them-- the TOC -- tine to regroup

But | mean, basically, | think the

49



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

rule's a good rule that we do need, in spite of the
fact that these are actually people who, whatever
board they would be on, you know, conflicts are a
probl em Perhaps short term they aren't as big a
probl em as they are going forward.

So ny notion is to waive the rule
until next April or May or whenever the next election
is or --

CHAI RMAN LICHT: It's not hardly a short term
It's six or seven nonths.

VICE CHAIR HARRI'S: Yeah. Yeah.

COW SSI ONER LANDSBURG. | think that either
we live by arule or die by a rule. But this is a
medi an that isn't confortable for ne.

MR. LEWS: And, Chairman Licht, | would
certainly say that, in addition to what Conm ssi oner
Harris has stated, | believe that Trudy would feel as
| do, that if you were to experience adverse thoughts
or criticismthat would be brought upon you because
of our dual nenmbership by a request fromthe
Commi ssi oner, fromthe Chairnman, we would certainly
step asi de.

CHAI RVAN LI CHT: Ckay. We have a notion
think we should hear, if we have a second, before we

have any nore discussion. 1Is there a second to
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M. Harris's notion?
(No audi bl e response.)

VICE CHAIR HARRIS: |'Il drop the notion

CHAI RVAN LI CHT: Mdtion is withdrawn.

Is there another notion with respect
to this?

COW SSI ONER LANDSBURG. | nove that we do not
concur with the thoroughbred owners' request.

CHAI RVAN LI CHT: M. Knight, | don't believe
we need a notion with respect to that. That woul d be
just if there's no affirmative notion.

DEPUTY ATTORNEY GENERAL KNI GHT: Correct.

CHAI RMAN LI CHT: There being no notion, the
request is denied. W were going to take a break
until a quarter of 11:00.

(Break -- 10:37 - 10:50 A M)

CHAIRMAN LICHT: 1'd like to call this neeting
back to order, please. GOkay. The neeting is back to
order.

The next itemon the agenda is Item 7,
di scussi on regardi ng conpel ling each racing
association to provide their racing signal to any ADW
provider -- any licensed ADW provi der

MR, REAGAN: Conmi ssioners, John Reagan, CHRB

staff.
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Yes. As currently construed, the
situation nowis that, if someone wants to becone an
ADW provi der, the burden is on themto get a contract
with a licensed California association.

This is a sinple question but a very
i nteresting conplex question regarding the fact that,
what if we twist it around and said, "Every |icensed
raci ng association will provide their signal to
sonmeone who's a |icensed ADW provider"? Very
interesting question. And | think there could be
some very interesting discussion.

CHAI RMAN LI CHT: And, M. Landsburg, this cane
out of -- this proposal cane out of the comm ttee of
Conmi ssioner Harris and Commi ssioner Landsburg with
respect to the value of the |license that the various
racetracks have and what the Board would be doing to

make sure the public gets their value fromthose

i censes.
COW SSI ONER LANDSBURG. A comment -- this is
anecdotal comment -- people who are utilizing ADW

conplain that they've got to restructure their
betting world each tine we change venues for an ADW
provi der here in California.

And ny question here is "Are we

limting the amount of -- are we, A interfering, in
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a sense, with the bettors' alternatives? B, are we
l[imting the nunber of ADW providers under the
current circunstance?"

That is, we have not had, since the
begi nni ng, any other requests for ADWproviders. |If
we do get further ADW providers and they have access
to the signal, based on negotiations that are carried
out with the TOC, could we realize nore handle
revenue than the restrictive manner in which we are
now i nvolved in providing ADWto potential bettors?

And | keep getting fliers and fol ders
fromorgani zations -- | don't know how t hey get ny
nanme, unless they're provided by ADW people -- for
opportunities to illegally bet in California. 1 gave
two such brochures that came in the mail, which
encourages ne, as a California resident, to sign up
with of fshore people and provide themwith illega
bets, which I will not do.

So that this is a matter of
exam nation of whether the racing associations are
doi ng the best possible job they can under the
exi sting conditions of ADWand should they, as part
of their license agreenent, have to make their signa
avai | abl e, based on the current status of

negoti ati ons, to any ADWwhich this Board |icenses
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for operation in California?

That will always be a subject that
wi |l be brought up at Board neetings in terns of
inviting new applications for ADWservice, from
services inside and outside California. WII we
construct a new audience with this conpetition?
These are questions that | have. | think the very
restrictive nature at the nonent of the exclusive
agreements that are in effect does not provide for
an opening to ADW providers from around the country
who will then be able to legally take bets from
Cal i fornia.

And perhaps we will conme out at the
better end of the deal. |[|'mnot sure about that
either. But all of these are questions that | have.
And in exam ning our |icensing procedures for racing
associ ati ons, we've determ ned that there was a
possibility of expanding it through the utilization
of this licensing rule. | now invite comment from
Board Menbers or the audience.

CHAI RMAN LICHT: | think that this is -- |
know that this is on our agenda for discussion only.
But so we're just hitting the tip of the iceberg
here. But the way | see this is there are two

i ssues -- A, whether it's legal for us to conpel the
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tracks to conply with a request like this; and, B
whether it's proper policy to do so.

And | think we should hear argunents
with respect to both of those issues.

And | think, Derry, why don't you
address the legal issue first, first of all?

DEPUTY ATTORNEY GENERAL KNI GHT: | have | ooked

at the issue at sone length. Neither the statute
that sets up ADWnor the inplenenting regulations

address exclusivity. There's no -- |'ve read 'em
literally, word for word.
There's nothing in themthat suggests,

one way or the other, that providers would be Iimted

to providing the ADWservice for just one or al

tracks.

And as the Board is undoubtedly
aware -- well, certainly is aware, nore so than
myself -- you have the three providers, one of which

has excl usive contracts with a nunmber of the tracks.
Then you have TVG and YouBet, which have a
nonexcl usi ve arrangenent in the sense that they've
shared the service with contracts that were made by
TVGinitially, as | understand it.

We al so have a third situation where

the fairs, as | understand it, have negotiated an
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arrangenent where all of the providers handl e the ADW
for the various fairs. So we really kind of have
gone the ganut.

I'"ve actually reviewed the mnutes of
t he neetings where the regul ati ons were | ooked at and
where the contracts were negotiated. There was
di scussi on about the exclusivity issue. And the
notes that -- everything that |I've read suggested
that the Board believed that openness and the
availability of this to any provider that m ght cone
in was to be encouraged.

But the reality, as | understand it,
was that the ADW providers had, in fact, negotiated
contracts with certain tracks and they were
apparently -- at |east sone of them were excl usive
contracts.

These contracts -- one of the
guestions that was suggested was "Is there sone
prohi bition, because of the existence of these
contracts, for the Board to change -- to nake a rule
that would require they not be exclusive
arrangenent s?"

I don't believe that the Board is
restrained in that regard. | think that these

contracts -- this is a heavily regulated industry. |
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think the parties, when they entered those contracts,
had to be aware of the existence of potential changes
in the rules.

So | really think that it's up to the
Board to nake a decision as to whether or not it's in
the best interests of the horse racing industry to

consider the rule or the changes that's been put on

the table for discussion here. | don't know of
anything that -- I'"mnot aware of anything --
i mpai rment of contract or anything -- that really

cones into play here.

We don't have a situation where the
State is a party to a contract or we're changing the
rules after we're entered a contract. W have a
regul atory body exercising its regulatory police
powers. And as far as I'm-- at least fromny review
of it, | think that the Board has the discretion to
do whatever it would find in the best interests of
horse raci ng.

CHAI RMAN LI CHT: So, then, based on your

anal ysis, the Board woul d be | ooking at the public
policy as to "How deeply do we want to get involved
in people's business affairs? How nuch do we want to
tell them how to run their businesses?"

And | nean | think we need to keep in
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mnd, as well -- for instance, TVG has an enor nous
investment in the industry. And the val ue that
they're looking for is based upon their exclusive
contract which they negoti at ed.

So | would like to hear some
di scussi on from Conmi ssioners and fromthe public
with respect to that.

VICE CHAIR HARRI S: Part of the problem |
think, is that, in producing the video signal and in
the distribution thereof, TVG in this case, has
spent a lot. And | think, in a perfect world, it
woul d be better if everybody could -- that the
provi der could have every | ast product.

But | guess, fromthe driver's
st andpoi nt, that whoever's spending the noney to get
the signal out there doesn't really want to have a
| ot of conpetition when they're not reinbursed for
that. So I think TVG probably woul dn't have cone
into exi stence w thout sone degree of exclusively.

MR. VAN DE KAMP: John Van De Kanp, TOC.

TOC is not a party to any of these
foundati on agreenments. And indeed we believe that,
in a sense, the best nodel here in California is what
happens at the fairs where you have all three

entities with separate contracts with the fairs,
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whi ch we have approved. And they're going head to
head.

Frankly, one of the things that
M. Landsburg and | agree on -- there's sonething --
is that the broader distribution of our signal is in
the best of interest of all of us. And, frankly, you
know, to have single places where one can go to bet
also is in our best interests, ultimtely.

But this Board better think about
this: You have contracts that have been reached many
years ago, especially between TVG and the vari ous
tracks involved. As M. Licht has said, you have big
i nvest ments nade

And you have the potential, frankly,
of, if youtry to put alimt on what they can do or
what they have to do -- what tracks have to do to
open up to everyone else -- | think potentia
litigation that you're going to have to assess in
terms in of its total efficacy as well as its cost to
t hi s Board.

Anot her point to be nmade is -- al
right. So you tell Hollywod Park, for exanple, that
"You have to offer your signal to HRTV." At what
price? Wio is to set the price? Right now, HRTV or

Magna tries to deal with its conpetitors by charging
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rates that are, you know, extraordinarily high and in
sonme cases neke it inpossible for others to cone in.

The question is, | think, is how much
you want to get involved in this. And | think, as
cheerleaders, | think it's very inportant that, you
know, discussions like this take place. You have
some basic contractual issues you're going to have to
face down the |ine because this is ultimtely going
to lead to that if you put and try to regulate the
price and what is being offered at each site.

So | think enough said. There nmay be
others who can add to this. Thank you.

CHAI RVAN LICHT: | think also what we're

| ooking at is TVG has had nmuch nore success than HRTV
at least in one area -- distribution. |It's clearly
much greater distribution for TVG

So are we -- if we go ahead with this
proposal, will we be bringing both of themdown to a
common | evel as opposed to trying to get HRTV to
achi eve what TVG has in the area of distribution?

COW SSI ONER LANDSBURG. | just disagree with

the problem The problem here is one of
accomodating a couple of areas -- the accommdati on
to outside ADWs. Now, they have to neet California

regul ation. They have to neet what we deternine as
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their -- the guidelines for entering into an ADW
contract with approval of the Board.

At that point, we turn the nechani sm
back to those who have been contributors. The
horsenen nust agree to that contract. And the racing
associ ation and the ADW provider nust enter into a
negotiation. That's the only part of this rule.

Now, | can't be concerned, as a menber
of this Board, with the contractual relationships
that are currently existing and may have been in
exi stence for along tine. | sinply say that this is
in addition to anything that's been going on -- that
t here shoul d be an open signal

Ri ght now, we virtually have an open
signal. Right now, there is broadcast of all our
races somewhere at sone tine. And allowi ng the two
licensed or three |icensed ADW to be involved in al
of it can only bring, frommy point of view, nore
nmoney into the handle.

That's the concern of this Board
because we don't want to see racing die. And we
don't want to see it die in the face of individua
greed, if you will, or corporate greed of any kind.
W want to see it energe as a living and conti nuing

association. Al I'"'masking is, is it nore
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profitable?

M. Van De Kanp answered that quite
rightly, saying it should be nore profitable. | now
| eave it open for further discussion

MR. FRAVEL: M. Chairman, Craig Fravel, De
Mar Thor oughbred Cl ub

| think that's an issue in ternms of
whether this is nmore profitable or not under the
current scenario or if the rule would be to propose
and adopt it. It's probably a relevant question
although it's one that, candidly, we spend a | ot of
time thinking about and working on, doing analysis
on.

And | guess | differ in many respects
as to whether this rule is a good idea but from sone
sinpl e perspectives. One is the issue -- how
difficult is it for people to access these accounts?
And when we switch fromDel Mar, Oak Tree to Magna in
January, have we really conprom sed the interests of
the bettor?

I can tell you, very candidly, having
opened accounts with at |east two providers -- and
can tell you, nmy friends at YouBet, | had a board
menber of my board of directors who wanted to watch a

race from Phil adel phia Park that we didn't have being
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brought in fromsinmulcast. W didn't have it on TVG
on tel evision.

So | said, "Well, we can watch it on
YouBet." | had that account with them wth post
time about six mnutes off, opened in the space of at
| east of three mnutes. And fromthen on, | was able
to access anything | wanted to on YouBet till they
changed the rules on how much you had to have in your
account to watch the signal

But ny point is I don't think we've
created a scenari o where consuners are greatly
di sadvant aged here. And | anal ogize this to Amazon
dot com | have an account with Barnes and Noble and
wi th Amazon.

If | go on to buy a book at Amnamzon and
they don't have it, | go to Barnes and Noble. And,
within the space of four minutes, | have the book
purchased, which is a |lot easier than going to the
bookst ore.

So | part conpany with the issue that
we' ve created some scenari o where everyone's greatly
di sadvantaged. And | do think we have to keep in
m nd both that YouBet, Xpress Bet, and TVG -- they've
all invested enornmous ampunts of capital on the basis

of certain expectations in terns of what the | aw
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provi des.

And to change the rules on themright

now -- and | think sone of them may probably advocate
changing the rules -- but | think, from our
standpoi nt, changing the rules at this point -- and

di sagree to sone degree with the attorney general

t hough, that the inpairnment of the contracts,

think, is very relevant in this case with existing
agreenents and the ability to cover bases and pass
rules that are contrary to those existing agreenents.

But, finally, | just want to point out
our handle at Del Mar this sumrer, with ful
tel evision signal throughout San Di ego County on Cox
Cabl e showing TVG all day plus the Fox regiona
direct -- our contract attendance was up over 8
percent and our advance by the wagering handl e and
i ncome was up roughly 40 percent.

We had put $1.6 million in purses this
year. |If we can maintain those kind of |evels of
growh -- we haven't probably hit the honme run nany
of us thought we had done, but we've certainly done a
| ot better than we've been doing in the past five
years.

And | guess this is one of those

scenari os where | would say, "If it ain't broke,
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don't try to fix it at this point."™ | think the
potential for growth is there.

The opportunity for us to really
exploit these signals and this technol ogy, whether
it's through TVG or YouBet, is essentially a business
decision. And | would encourage you to |eave it that
way. Thank you.

MR. FRIENDLY: Fred Friendly, owner and
chairman eneritus, or whatever it's called, of TCC

I think sonmething that hasn't been
rai sed here is that the various signals are shown on
di fferent venues. For exanple, the TVG nmay be on the
di sh. Another one on may be on Direct TV. It's
difficult for people at home to get all three signals
if they subscribe to only one satellite or one cable
channel. They don't all go to the same -- all go to
the sane pl ace.

Did I make nyself clear on that?

CHAI RMAN LICHT: | think a correction -- |
t hi nk, when you're tal king about the three signals,
YouBet is strictly on conputer. So that has nothing
to do with --

MR. FRIENDLY: You have to have different
t hi ngs at hone.

CHAI RVAN LI CHT:  Ckay.
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MR. FRIENDLY: In other words, it isn't that
sinmple for the -- what Craig said is, "If it ain't
broke, don't fix it." It is broke because a |ot of
us can't get certain signals unless we subscribe to
ot her services. You can't get, | don't believe, TVG
and the HRTV on the same venue. | don't think
they're both on Dish or both on --

CHAI RMAN LI CHT: Well, again for the record,
at this point TVGis on Dish and Direct, who are the
two biggest satellite providers.

MR. FRIENDLY: Not all --

CHAI RMAN LICHT: As far as cable, it's up to
your local cable. That, | don't know.

MR. FRIENDLY: | don't think they're on "Taft"
(phonetic), at |east.

CHAI RMAN LI CHT: Well, okay. | don't know.

MR, FRIENDLY: Well, ny point is just the way
a presidential debate will be shown on all three
networks or on all channels, it's a point of obvious
the nore -- the bigger the distribution, the nore --
the nore people can watch. The nore people can
wat ch, the better your signal will be received.

So | disagree with Craig, quite
frankly, when he says, "If it ain't broke, don't fix

it." 1 think it behooves the California Horse Racing
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Board to do everything in its power to see that this
wagering get the broadest circulation. And the
broadest possible circulation is to | et as many
conpetitors to show the same signal

You woul dn't give CBS the right to
just have one presidential debate and deny NBC the
rights. That's what we've done in horse racing. W
need to get as broad a signal as possible. Anybody

who t hinks you're going to | ose noney by having our

signal on three different venues, | believe, is
wrong. | believe, the nore people that have it
avail abl e, the better you'll see it.

And | think it's also pointedly
obvi ous that the HRTV is owned by a conpany who wants
to nonopolize as nmuch of television as possible.
That's my read on it. | believe they don't want
their signal to be on TVG because they don't think
they want TVG to succeed.

And | think this Board, when there
were other nmenbers on it, may have nade a grievous
error by permtting one conpany to own three tracks
in California because | believe it puts too nuch
control in one party's hands. And | think that's one
of the problens that this Board shoul d address itself

to, along with the signal, because they go hand in

67



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

gl ove.

Gol den Gate, Bay Meadows, and
Hol | ywood Park are not allowed to go on TVG not for
altruistic reasons, but for financial reasons. And
don't think this Board should permt individua
corporate financial reasons to overwei gh what's best
for California racing.

So | would encourage you to find a way
to let the signal of all tracks go in to anybody who

wants to see it or anybody that wants to use it. And

"Il guarantee that the industry will grow fromthis.
Nobody will | ose. Everybody will gain. That's ny
opi ni on.

CHAI RVAN LI CHT: As an experienced TV person
M. Friendly, how do you differentiate what you say
about the debates versus, say, Dodger baseball or
sonme situation conmedy that's on CBS? Wy shoul dn't
ABC be able to show that situation conedy?

MR, FRIENDLY: The great difference is that
the FCC has a rule that says anything political nust
be treated with the Fair Practices Rule. Baseball is
not regul ated by a governnent comrission. It is not
for the betternent of the public.

This particular Board is charged with

seeing what's best for racing. That is not true of
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basebal |, football, basketball, or any other sport.
Nor does the State |icense how many -- how nuch
raci ng comn ssi ons can nake.

You get your -- you get your finances
fromracing. That's the way you control it because
it contributes to the State, same as Las Vegas or
Nevada, if you will, has a racing conm ssion -- a
ganmbling conmi ssion. Totally different, Roger

VICE CHAIR HARRI'S: But isn't part of the
probl em though, that there's no one out there really
to take the signal? | nmean you can find sonebody to
buy time. But are there really any outlets that
woul d really take the signal fromracing wthout
char gi ng?

COW SSI ONER LANDSBURG. I f you'll excuse ne,
M. Friendly, let me answer this, just in part.

MR. FRIENDLY: Pl ease

COW SSI ONER LANDSBURG. An ADWwi | | have the,
really the obligation because they won't be able to
get audience for their signal -- for their service
unl ess they have the signal. Once they have the
signal, they get an audience for their service.

Then the only way in which they can
increase their take, their handle is to have it in a

public venue of sone sort so that its audi ence can
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reach to that ADWfor betting. That's why | said a
"free for all" of ADWS, provided they neet the
California Horse Racing Board's set of regul ations,

beconmes an open place in which we can garner new

Vi ewers.

VICE CHAIR HARRIS: | agree with that.

MR. FRIENDLY: | think the issue here is to --
and you alluded to my television career -- the issue

here is getting the broadest possible circulation for
our product. And our product is ganbling. W should
do everything in our power to see that the ganbling
portion of our industry is given the broadest
possi bl e circul ation.

We should make it as easy as possible
for everybody at honme to get our signal and to be
able to bet on our signal if that's the business
we're in. And that is the business we're in.

CHAI RMAN LI CHT:  You think that TVG woul d
devote the resources that they have, had they not had
their exclusive rel ationships?

MR. FRIENDLY: Yes.

CHAI RVAN LI CHT:  You do?

MR. FRIENDLY: | think TVG woul d have done
anything to have gotten Santa Anita. | think they
woul d have shared it. | do think they would have
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shared it because | think it's the old Henny Youngnman
j oke.

He says, "How s your wi fe?"

"Conpared to what?"

If you can get racing on as many
channel s as possible, that's the "conpared to what."
It's conpared to one. Thank you.

MR, KORBY: Chris Korby, Executive Director
California Authority of Racing Fairs. A couple of
previ ous speakers have noted that the fairs didn't
negotiate contracts with all three licensed ADW
providers. Early on, when the prospects for this
sumrer took shape, we nmade a determ nation that that
was going to be the business plan that we pursued --
to negotiate, with all three of them nonexclusive
agreenents.

We think that's been successful for
us. And we're glad that we did it. So in a sense
we don't have any position on this discussion because
the fairs are already doing this.

But | would like to note, for the
record, that we had those negotiations in an open
mar ket wi t hout any conpul sion fromthe outside on any
of the parties. And it was our determ nation to

proceed in this manner that we think allowed us to do
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that. So | just offer that for your inspiration

CHAI RVAN LI CHT: Thank you.

MR. COUTG. Drew Couto, on behal f of

Thor oughbred Owners of California. 1'd like this

Conmi ssion to |l ook at the possibility of dealing with

this issue on two different parts. One is the AV

signal that we're talking about. The other is the

right to wager.

For busi ness reasons, | think we al

understand TVG s position and HRTV' s position

regardi ng the value of exclusivity and the control o

the AV signal

But it seenms to us at TOC that there

is an econom c nodel that the parties have not eithe

been forced to address or willing to address dealing

with the right to wager on one another's signa

wi thout the ri

ght to see the video.

And | think that this is an econonic

gquestion. At what price can one sell the signal to

conpetitor, al

| owi ng that conpetitor to bet but not

necessarily have that inmage which, again, is

consi dered very val uabl e property?

at conmpel ling

So if the Conmmittee is going to | ook

anyone to do anything, | think they

shoul d perhaps step back and look at it with both

conmponents --

both the AV as one issue and the right
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to wager because, as M. Friendly said, if the
product here is ganbling, what we're trying to do
is -- 1 don't want to use the term"ganble" -- but if
what we're trying to do is broaden the distribution
such that additional players can play when they want
to, by allow ng each of the ADW to place wagers on
the other's signals but perhaps not show ng the
signals m ght be the best way acconplish this
objective rather than forcing each to sell both the
signal and the right to wager

COW SSI ONER LANDSBURG. A bit of history,
M. Couto: Wen Conmi ssioner Licht and | were making
i nformal discussions so that we could present a
| ogical ADWIicense to the Board, both major parties
in this ADW narket -- Xpress Bet and TVG -- offered
in meetings to say they would certainly consider
wor king with each other's signal, which, next to
M. Goebbel s's, was one of the biggest lies ever

told, apparently.

Nobody was willing to negotiate a
signal. So while | respect your vision of a possible
sol ution, having been through it once, | don't know

whet her we can go through it again. The fact is that
we have two val uabl e signals, two organi zations that

have had two years with which to build an audi ence
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for their ADW

That audi ence has levelled, to a |arge
extent, for both of them They are showing, in the
| ast six nonths, very little growth, very little
advancenent in the numbers of people who are
accountable. W are seeing an advance in the anount
of noney. That's fine.

But if there's nore out there and
there's a way to achieve nore, we exanine the process
of licensing racing associations, on the basis of
their making their signal available to |icensed ADW
providers. It's a very limted scope.

There were only, when ADW began in
California, three other, | believe, potential bidders
who backed out at the nonent that they heard that
they couldn't get a signal because it's invalid to
themto have ADWwi t hout a signal

This is a way to -- now that we have
had two years of experience, we have |evelled out the
audi ence that each of these providers can devel op
There has to be another way to get a broader
expansi on of the signal. And frankly, licensing the
raci ng associ ation on the basis of its providing,
anong other things, its signal to |icensed providers

is an avenue to expanding the ability to generate
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handle in California. It's as sinple as that.
MR, COUTO M. Landsburg, despite the
rhetoric fromthe two ADW that we're tal king around,

I think what we found with the private wagering

networks and a | ot of other ADWsites -- they're
doing quite well. They're quite profitable wthout
any visual signal at all. And | think we know who

we' re tal king about.

Down in the Caribbean, they're doing
quite well w thout providing signals to any players.
It might be tinme to revisit this -- these issues. |
know it was frustrating two years ago to get
everybody together.

But it m ght be an appropriate time to
revisit these issues and, whether it's in a comittee
formor informal discussions, get the parties
together to explore exchanging the right to wager
Wi t hout necessarily that signal, because we've seen
it successful

We' ve seen a trenendous amount of
noney shift offshore where they're just taking the
wagers without the signal. So I think perhaps we
shoul d consi der that as another option

COW SSI ONER LANDSBURG. Thank you. W

consi der all coners.
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MR, FRIENDLY: Ed Friendly. Forgive ne for
com ng back. But | forgot to say sonething in answer
to your question, Conm ssioner -- Chairnman, about
whet her one conpany woul d accept a nonexcl usive over
t he ot her.

It seens to me that, from a business
standpoint, if TVG could show Santa Anita's signal
it seems to nme they'd make an awful | ot of noney and
it mght make up for what they lost in exclusivity.
And the sane is true of Santa Anita.

What we now have is a person that
bel ongs to -- subscribes to one or the other can only
get one track. | sit at home. And as a subscri ber
of TVG | can't see Santa Anita or Colden Gate or Bay
Meadows. | don't think that's good for the industry.
And | think that, if each took the other's signal
that would make up for the exclusivity.

The other point |I forgot to nmention
earlier was by giving these -- by having it the way
it nowis, we're encouraging offtrack or out-of-state
or foreign illegal ganmbling because people can't get
the signal or don't want to pay for two or three
different services all at once. W're helping the
peopl e of fshore nmake noney.

And | think that's sonething this
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Board needs to address -- how to keep as nmuch of that
noney here in the country as we can

CHAI RMAN LI CHT: How does it hel p encourage
people to bet illegally? In other words, if
sonebody's going to bet with a booknmaker, for
i nstance, the fact whether they have TVG or if TVG
had Santa Anita, why would that discourage them from
betting with a booknmaker? | don't understand.

MR. FRIENDLY: Let's take nme, for exanple. |
subscribe to TVG. | can't see -- | can't see or bet
on Santa Anita. So if | were so inclined and
wanted to bet on Santa Anita, that would encourage ne
to bet with a booknaker or go offshare -- shore.

CHAI RVAN LI CHT: But you could still open an
account with Xpress Betting even though you couldn't
see it. | nmean it would be exactly the sanme as
betting --

MR, FRIENDLY: If | wanted to pay for those
services, yes. But wouldn't it be a benefit to the
public if we had only one service and | et them choose
bet ween whi ch service they preferred? Wuldn't that
be a benefit?

CHAI RVAN LI CHT: It could be deened a benefit.
But | think, in nmy opinion, what you're saying is

that those are business deci sions and not regul atory
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deci sions as far as whether or not, for instance, the
i ncome woul d be nmade up to TVG by havi ng Santa
Anita's signal and what would be | ost by losing their
exclusivity on others. | think that's a business
deci si on.

MR. FRIENDLY: Yeah. But this Board does have
the authority to tell a racetrack, "You don't get a
license unless you send your signal to anybody that
wants to carry you." Wuldn't that be a service --

CHAI RMAN LI CHT: Would it be a service?

MR, FRIENDLY: -- to the public and to the
i ndustry and to the income? M ght not be good for
t he business of the racetrack. But wouldn't it be a
benefit to the industry?

CHAI RMAN LI CHT: But | haven't seen it -- if
that were true, yes, | think it would be. But |
haven't seen any evi dence of anywhere, even going
back to the days when we passed ADW or passed the
regul ation for ADW that it would be better for the
State to have -- the revenue would be better for the
State.

MR. FRIENDLY: We haven't had a chance to see

CHAI RVAN LI CHT: Okay. Thank you.

Greg. Let Geg up. He's been waiting
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here, trying to push his way through.

What |'m going to do, by the way,
now -- what |'mgoing to do is set this for a
Pari-Mituel Committee nmeeting in October because
obviously we're getting a | ot of people who want to
talk about it and | think we're going to continue it
there because | want to give everybody a chance to

express their opinion.

G eg?
MR, BADOVI NAC: |'m Greg Badovi nac, individua
horseplayer. In the real world, I'ma free narket

person. However, in the world of horse racing, the
free market does not exist outside the State of
Fl ori da.

We saw what the free market did to the
state of horse racing in Florida. It killed Hialeah.
The tracks in California are given a governnent
license for an exclusive product to present to the
peopl e.

As a horsepl ayer, yes, when Santa
Anita runs, | have to use ny Xpress Bet account.

When the ot her thoroughbred tracks in Southern
California are there, I have to use a TVG account.
I, as a consunmer, amstuck with three choices, all of

whi ch have positives, all of which have negati ves.
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The idea that you would require, as a
condition of a license, that the racetracks provide
their -- the betting option to any |icensed ADW
pl ayer can only help to benefit.

M. Landsburg, | believe that we need
to al so separate the video signal between that which
goes out in -- quote -- "mass nedia," whether it be
satellite, cable, or over-the-air television and that
whi ch woul d come over the conputer as part of the
betti ng service.

It is ny -- when |'m playing the
races, | nmuch prefer to be able to see the races,
even if it is a 2-inch square on ny screen where
can get the video and the audio and see what's
happening. It nmakes ne nore |liable to make a wager
on that track than a track which I can nake the bet
on but | cannot see.

Yes. YouBet has that opportunity, but
they charge unless you're going to bet enough for it.
We need to open this up to as nmany providers out
there. Last count | saw, there were 12, including,
you know, a couple conpanies -- Anerica Tab, Penn
Nati onal , Phil adel phia Park -- all of which have
di fferent racetracks.

There is not one single ADW provider
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that will allow, whether you're in California or not
in California, access to every racetrack in the
country. But it should be the goal to allow
California wagerers as much access with a single
account, which they choose, to have access to as many
tracks around California and the nation to nake their
wager s.

And so, as a proposal, it sounds good.
O course, the devil's always in the details on the
regul atory side. But | would -- | appreciate the
opportunity to come back in October. And hopefully
we can cast a blueprint as to the what board's going
to have for a concept of their requirenment of the
racetracks. Thank you.

MR. BAEDEKER: Ri ck Baedeker, Hol | ywood Park.

G ven the opportunity to speak about
this at length at a later date, I'Il just keep ny
remarks short. | just would like to address one
comrent whi ch Conm ssi oner Landsburg made which
think was incorrect. And that is that there has been
growh in the last six nonths, which goes about just
prior to our neeting at Hol | ywood Park.

Since that time, TVG has added Direct
TV. They have cable television in Orange County.

They have cable television in San Diego County. And
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I think al so sone already are up north. So we saw a
45 percent growth in our account wagering during our
nmeet. Craig tal ked about the growth during Del Mar

The only other point | would nmake is
that you have to differentiate here, as has already
been done, between the wagering conponent and the
tel evi si on conponent.

And when we entered into these
excl usi ve agreenents -- | think back about 1996 or
so -- it was really based, not on the wagering
platform which was already avail able at that tine,
but it was based on the business plan that said that
exclusive content would, in fact, translate to
di stribution.

TVGis in 7 mllion hones in
California after a year and a half of |egalized ADW
in the state. W're pleased with that distribution
There is every indication that it will continue to
gr ow.

The final point | would nmake is that |
woul d hope that the Board would be very reluctant to
overturn contracts that the associations have entered
into. | have an exclusive deal with Pepsi. [|'msure
a lot of ny folks prefer Coke. However, that's a

busi ness decision that we had to make, none of which
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are easy.

I"'mnot trying to analogize this to
Pepsi, but | amtrying to make a poi nt about the
Board's invol venent in our business. Thank you.

COW SSI ONER LANDSBURG. One question, M.

Baedeker, if you don't mnd. Wwen | referred to
"gromh," | was referring to nunbers of subscribers.
The | ast subscriber nunbers | saw were rather |evel.

That's what | was referring to, not --
now we've seen a per capita raise in the amount of
betting that's been done in every sense at both the
tracks and through ADW So |I'mgrateful for that
rise.

But I'm | ooking for a whole new
cust omer base, whether it's in California or around
the country, where we can encourage an ADWto cone in
and exploit our signal, what you're seeing, if you
will, for ADW market that may not have our signa
avai |l abl e and make nore fans for California racing
and thus, by extension, nore noney.

CHAI RMAN LI CHT: Well, obviously there's a | ot

of contention here that would be best suited in a
conmittee neeting where we have an opportunity to |et
everybody speak freely.

Yes.
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MR, CHI LLI NGAORTH:  Sherwood Chi |l i ngwort h,

OCak Tree. Let ne make one final coment. W entered
into our contract with TVG on the principle that
they couldn't raise the investor noney to create
their television cable network w thout having
exclusive right to our signal and the other tracks.

I'"'mnot a constitutional |awer, but
the U S. patent | aw was devel oped so that an inventor
could go out and spend noney and devel op a product
and have a right to enjoy the royalties fromit
exclusively for a period of tine.

When you encour age soneone to do that,
as we have, and they spend the noney and then we cone
al ong and say, "Well, we're changing the rules on

you," to nme it's a constitutional issue that we
shoul d | ook at.

COWM SSI ONER LANDSBURG: |'msorry. Did we --
how did we force you -- Cak Tree -- to spend nore
noney?

MR. CHI LLI NGWORTH:  No. You did not.

COWM SSI ONER LANDSBURG.  Wel |, that's what you
just said, that --

MR. CHI LLI NGAORTH:  No. No. | said, "TVG"

COW SSI ONER LANDSBURG. ©Oh, you're

representing TVG?
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MR CHI LLINGAORTH:  No, I'mnot. [|I'm
representing GCak Tree. [|I'mtelling you what Cak
Tree's decision was because we were in belief that
t hey needed exclusive contracts from a numnber of
tracks in order to raise the equity nmoney to build a
system they have now built.

We have enjoyed an enornopus increase.
This year we're forecasting a 72 percent increase in
ADW handl e.

And |'m saying that, under the U S.
pat ent system where people are encouraged to spend
noney i n devel oping a product, they're protected for
a period of years from anybody el se encroachi ng on
that product. And I'msaying that there's a direct
anal ogy there and there's a constitutional issue
here.

CHAI RMAN LICHT: | think that this is clearly
a situation that there are strong feelings on al
sides. And the Board needs to take a very active and
very close | ook at whether sone of the ADWrul es and
regul ati ons and whet her |icensing applications need
to be changed. And | think the proper forum would be
the Pari-Mituel conmittee.

And |'d ask Chairman Landsburg to set

a neeting in October for a discussion of this issue.
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COWM SSI ONER LANDSBURG. No problemin setting
an Cctober neeting. | would like to continue the
di scussi on because | think one of the npbst inportant
rules is to look forward in racing instead of hanging
onto what was yesterday.

CHAI RVAN LI CHT: Okay. W'Ill set it hopefully
in conjunction with the Board neeting. The Board
neeting is Breeders' Cup week; so we know everybody
woul d be around.

I[tem Nunber 8 has to do with worker's
conp insurance. And |'d like Conm ssioner Mretti to
give us an update on the status in Sacranento and
what's going on with the worker's conp.

COW SSI ONER MORETTI :  Thank you.

We've just conpleted the first year of
a two-year session in Sacranmento -- thank goodness --
al though they m ght be called back into session. Let
me give you a brief overview of what happened in
wor ker's conp, and then I'Il deal specifically with
horse racing | egislation.

As nost of you know, this is
probably -- not "probably" -- it was the nost
i mportant issue for California businesses this year
The tremendous rise in worker's conpensation costs

have caused i nnunerabl e problens for snall to | arge
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busi nesses.

Basically, in a nutshell, there was a
conference conmttee -- a Republican and Denocratic
conference committee which was called. And they
hamrered out an agreenent that |I'msure will be
signed shortly by the governor, which basically put
together a |l egislative package that includes a nunber
of items to control the cost of worker's
conmpensati on.

We don't know and we won't know for a
whi l e whether or not those costs will actually go
down. But what is anticipated is that the costs wll
be controll ed as of Novenmber of this year. To just
give you a brief description of what happened up
there, the nmain focus is to take the nodel of managed
care, which has been very successful in the health
care field, and put that over into the worker's conp
field.

There are sone people -- Rod, | know,
is very involved in one of the nore controversia
areas of the worker's conp reform package whi ch was
to set fee schedules for outpatient surgery centers.
One of the things that was also part of all the
di scussi ons was cracki ng down on fraud from both the

enpl oyee and the enpl oyer side, expanding the use of
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alternative dispute resolution, and generic drugs.

There are a lot of different
conponents. And those of you who run your own
busi nesses and association and all that will begin to
see the road map for how these worker's conp costs
can be controlled, relatively soon.

St eppi ng aside fromthe worker's conp
| egislation, specifically let ne talk about the horse
racing legislation -- that was AB 900 -- which was
Assenbl yman Horton's bill that originally was passed
when we first tal ked about |egislation. And that was
a couple of dozen neasures that were -- that we had
about four nonths ago -- back in the spring, | think

Anyway, AB 900 was what we call a
"button anend.” It was originally a study bill

And it was taken and transforned into
a bill that | think was actually a very | audable bil
in that the horse racing industry is the only
i ndustry that I know of that actually wanted to help
itself out of the worker's conpensation crisis and
has al ready done that by taking funds fromthe CMC
fund to help the worker's conpensation

But the law -- the bill becane very
controversial for a variety of reasons. To give you

just a quick review of what happened, it had passed
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out of the senate and went to the assenbly.

There was a political npve that
affected not just this bill but many bills that were
in the assenbly that had a two-thirds requirenent
with an urgency neasure in it. And because the
Republ i cans refused to vote on any two-thirds bills,
they all died. They didn't -- they were not voted
on. So they did not pass out.

So what happens now is that AB 900 is
actually still alive and will cone back in January
for nore conmittee hearings, | believe, because at
the | ast week or so, as many of you are intimtely
famliar, there was a -- although it was too late to
put anot her anendnent into that particular bill
there was an agreenent anong nmany parties that are in
this audi ence today to put together a letter to -- in
the legislative journal and to put together a letter
to the governor requesting that -- to ask himto
speak to the -- take a review of this and to consider
a potential sunset clause for this |egislation.

The | egi sl ation basically was
controversial because of its effect on the takeout.
There were a nunber of people -- there are a nunber
of people who are very concerned about tanpering at

all with the takeout. But, on the other hand, it was
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sonet hing that was for worker's conpensation, which
is killing a ot of other businesses too.

So all that to say it's on hold at the
monment. Cone January, legislature will be back in
sessi on.

And you will just -- for those of you
not that famliar with the goings-on in Sacranento,
you may hear that the legislature actually goes back
in session within either this week or next week
because one of the other victins of that two-thirds
rule was the Megan's Law, which, | don't think
there's a person in the | egislature who would -- who
was opposed to that.

Megan' s Law had a sunset on it.
Megan's Law is the one that requires sex offenders to
register in the cormunity and allows us, the public,
to go to the D.A and go to the police department and
find out if there is a sex offender, registered sex
of fender, in our neighborhood, to give you nore
detail than you want.

But when you hear that the |egislature

is called back into session, it's because of that one

particular bill. And so our bills, horse racing
bills, will, as | said, come back again in January.
That's it -- the bottomline.
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CHAI RMAN LI CHT: And anendnents are possible,
bet ween now and January, anytinme.

COW SSI ONER MORETTI: Absolutely. Yes, they
are.

CHAI RVAN LI CHT: We don't have that short
view So | think it's been the industry's pl edge
that there's going to be a look to the entire
i ndustry to review this bill and add their input and
have the Horse Racing Board involved in, hopefully,
getting sonething passed that's workable for our
probl ens.

COW SSI ONER MORETTI:  What |'m not clear
about -- and Rod is up here; you m ght know the
answer or maybe Jack Liebau m ght know the answer on
this -- is the effect of the potential sunset on the
CMC -- the marketing committee -- what that effect
will be to worker's conp issues.

That mi ght be a separate discussion
fromthis Board neeting. But | would, at sone point,
like to get the answer on that and how it would
affect the results of the --

MR. BLONTEN. M. Chairman, Rod Bl onten
representing TOC. | gave Marie an A-doubl e-plus for
her report. | think it was very conplete and very,

very accurate.
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| just wanted to add that we had hoped
that the assenbly Republicans would cave and change
their m nd, as the evening wore on the |ast night,
because in previous years they have held up bills for
one reason or other but ultimtely, close to the
deadl i ne, had rel ented.

They were unrelenting this time and
kept tal king through the evening. And finally at
2:30, we pulled one of the | eadership off the floor
and explained again the dire circunstances that we
find ourselves in, in terms of worker's conp costs.

And we were told, "Look. W' re going
to take all the heat because we're going to, in
essence, allow Megan's Law to expire. |If we're not
going to do it for Megan's Law, we're not going to do
it for horse racing."

But we had held out a hope that, at
the end, they would cave and allow a couple of bills
to go. It is just so asinine that, because they're
angry with Senator Burton, that they punch us in the
nose and they punch potentially young children in the
nose that might be victims of Megan's Law. | guess
t hey nmade their point.

And when they come back to their

speci al session, they're tal king about an initiative
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on Megan's Law -- | don't know -- but it's really
unfortunate that we ended being part of the
col | ateral damage

COWM SSI ONER LANDSBURG. Rod, one question on
this bill. | was told -- and I don't know, |'m not
sure of the source anynore -- that the bill, as
constituted, was not amendable for the next session.
Is that --

MR. BLONTEN: No. No. It can definitely --
what we need to do, Alan, is we need to send the bil
back to -- we can't anend it in the assenbly. It
goes back to concurrence. So what we would do --
send it back to the senate, expunge the vote in the
senate. At that point, it could be anended.

COW SSI ONER LANDSBURG. | see.

MR, BLONTEN. | think it is clearly possible
that, in the first ten days or even the first five
days of the next |legislative session, this bill could
be on the governor's desk. And the |egislature cones
back on January 5.

VICE CHAIR HARRIS: | think we've got to
al ways renenber to take a little bit of tinme and, you
know, review our input into the bill. 1 think one of
the concerns | have woul d be sone sunset, maybe a

t wo-year sunset, because one of my concerns is this
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is alot of noney and how it's going to be spent.

The other part, which | don't know if
we shoul d have input or not, but this comrttee has
no input into how the noney is spent or approva
authority of howit's spent, which maybe is okay.
But it's kind of bothersone that you just got
sonebody sonepl ace spending this $6 mllion and we
don't even know where it goes.

CHAI RMAN LICHT: Also is it 10 million? 6
mllion? 17 mllion? W have a |lot of different
figures here.

VICE CHAIR HARRIS: Al so anot her issue would
be, would it be better to -- if this inpacts al
exotic wagering, where sone states | ook at exotic
wagering as a couple different categories, one

i nvolving two basic selections |ike exactas and a

dai |y double and the other three or nore -- trifecta,
"two-fecta," Bet 6 -- possibly increasing 1 percent
on that and not all on these tracks, | hear a |ot of

things need to get |ooked at.

And hopefully we've got tinme to do it
in because it's kind of a 11th hour thing. The whole
bill was -- | wouldn't -- | nean |I'mnot sure what
the problemw th Megan's Law was, why they didn't

move on that. But this bill did come kind of at the
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last mnute. So | don't think it's strictly the

| egislature's fault.

MR, BLONTEN. And, Ms. Moretti, | can't really
respond to your question about the CMC. | know t hat
one part of the CMC | aw sunsets, | believe, July of

next year. Another portion of it sunsets January of
' 05.

We had had di scussions -- we, TOC --
with the separate racing associations. W were going
to extend the sunset so the whole |aw woul d sunset in
January of '05. Then at the last, toward the end, it
was deci ded we woul d hold off. And we can address
that issue next year

But there's a possibility, | would
think, nowin the interim that we could take a | ook
at that and do sonme work there as well. | think,
right now, there probably is not uniformty of
opinion in the industry as to what shoul d be done.

CHAI RMAN LI CHT: GCkay. And we'll work on this
over the next few nonths.

MR. FRAVEL: Craig Fravel, Del Mar
Thor oughbred Cl ub

I think I can speak on behalf of the
ot her associations that we wel come the opportunity to

sit down with you guys and find sonmething that -- |
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think there's nobody that's been involved in this
process that thinks they have all the answers.

We just know there is a big, big
probl em And whoever can help us solve that is nore
than wel come to be at the table with us. So I
appreciate your interest init.

CHAI RVAN LICHT: Al right. W'Il leave it up
to you to schedul e sonething, Craig.

MR. BADOVI NAC: Greg Badovi nac, individua
hor sepl ayer.

| see the benefits of this for every
group except the people who are going to pay the
bill. It's good for the owners and trainers to help
reduce the costs so they can stay in the business and
be successful. And I'mfor that.

It helps out the racetracks and racing
associ ations because, without the horses, they can't
run. |If they can't run, all of their major capita
i nvestnments are not going to generate the return.
support that.

This half percent out of the wager --
out of the exotic wagers is conming out of the
horsepl ayers. \hat are we getting out of this?
We're getting good California horse racing. But in

this era of ADW there's no guarantee that, after
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this is passed and signed into | aw by the governor
that this is going to make California racing any
better.

You know, it's still -- it's stil
probably better for nme, as an individual player, to
pl ay sone out-of-state races even though | don't
necessarily play the ninth race yesterday in Bel nont
and know who the sires are of all of the horses in
Bel nmont Par k.

But what are we horsepl ayers getting
out of it? M suggestion is, if you're going to take
this out of the horseplayers' pockets, give us
full-card sinulcasting. W -- the 23 Iimt is a dead
issue with ADW G ve us sonething in return for
paying the bills on this.

And | encourage the Horse Racing Board
to use this an opportunity to push for full-card
simul casting in California.

CHAI RMAN LI CHT: Let me just sort of shorten
this because |'msure there are a | ot of people who
can answer sonme of your questions. First of all,
agree with you that the player is the one paying for
it.

But the argunent on the other side, as

you know, is that, in any business, whatever you do,
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when the costs -- when your costs go up, you're
entitled to raise your prices to the public. And
that's essentially what has been explained to ne.
Now, | don't totally accept that. But that's the
expl anati on.

The other side of it is what the
pl ayers are going to gain, theoretically and
hopefully, is a bigger field with nore betting
opportunities and bi gger payoffs. And that's why --
and |'mnot sure that's going to happen either

But that's why the idea of the
sunset -- one of the reasons why the sunset cones
in -- to make sure that that does happen

MR. LI EBAU. Jack Liebau from Santa Anita.

Just with respect to comments nmade by
the | ast gentleman, first, about the inpact of
so-called free enterprise in Florida that killed
Hi al eah, | would submit that Hialeah killed itself.
One of the things that Hial eah had was the highest
t akeout of WPS known to man. | think a lot of those
t hi ngs wor ked agai nst Hi al eah.

But as far as the gentleman is talking
about going off and betting in other jurisdictions,
woul d point out that, even if our takeout on exactas

is raised by .5 percent, we still will be the second
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| owest in the country.

And if the gentleman wants to divert
his nmoney to the other jurisdictions, it's really not
a good investment because he will be paying higher
takeout in alnost all of them The takeout in sone
of these jurisdictions are astounding. Thank you
very rmuch.

COW SSI ONER LANDSBURG. One qui ck comrent - -
not to you, Jack; | was just going on -- in the
di scussion with the insurance conm ssion, the State
I nsurance Conmi ssion, they're looking forward, within
a year, to save $6 billion out of the readjustments
to the worknen's conpensation

So, whatever we're doing now will be
reflected in about a year from now when the way in
whi ch worknmen's conpensation pays its bills will be
changed and changed to the -- hopefully, for the
better. One never knows, but it |ooks Iike they have
a $6 billion coneback in terms of costs.

And, secondly, | hope, when M. Frave
calls that neeting, that we can sit down because
there are ways in which to use the noney which nay be
far nore profitable for racing than those suggested
inthe bill.

MR, KORBY: Chris Korby, California Authority
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of Racing Fairs. 1'll be very brief. Fairs has
supported this legislative package with this concept.
We support this bill. W will continue to support
it.

I would Iike to note, however, that
al though the increased takeout of exotics affects al
raci ng associations in California, the fairs are not
nanmed in the body of the |egislative |anguage
covering how the nonies are spent. And we would |ike
to see a revision of the |anguage to include the
fairs on that point. Thank you.

CHAI RMAN LI CHT: Okay. This is sonething that
we'll be tal king about, |I'msure, at |ength over the
next few nonths.

Item Nunber 9, the four-second
cancel |l ati on del ay.

MR. REAGAN: Conmi ssioners, John Reagan, CHRB
staff.

As you know, in the |ast couple of
years, there has been intense focus on the fina
cycles, the final cycle odds of racetracks in
California. W've |looked at it fromthe aspect of
i mport fromout of state and del ays there.

We've al so | ooked at increasing the --

shortening the cycles of the win odds so that the
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odds are nore current as we go to the start of racing
and so on and so forth.

M. Licht was also interested in what
effect, if any, that the four-second cancel delay had
on the final cycles. After a quick survey of the
pari-nmutuel managers in California, we felt there
probably wasn't that nuch inpact.

| did sone testing at the recent De
Mar nmeet. And those nunbers are included in the
package itenms. But certainly for a given day, none
of the ampount -- nunmber of cancellations or the
dol | ar amount seened significant at this point.

We are still going to nonitor that,
but we don't believe that's going to have any
negati ve i npact on those cycles. |'ll answer any
guestions you m ght have.

CHAI RVMAN LI CHT: Yeah. | think what 1'd |ike
is to have this on the agenda for the Pari-Mitue
Committee for a nore in-depth discussion

I think that it's inmportant enough
M. Marten, to nmake sure that it's in our release so
that the betting public does know that there is a
four-second delay. 1've had people cone up to me and
say, "I didn't know that."

Many peopl e who have becone frustrated

101



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

with the changes in odds, first attributed that to

betting after the start of the race. | think that
those -- that direction has been thwarted. And now
many of them are going to, "Well, there are

cancel l ations after the start of the race."

And | have sonme in-depth statistics
from RGS, the biggest offshore player. And, to ne,
they negate any possibility -- certainly any
probability -- that there is any shenanigans in the
| ast - second cancel | ati ons.

| know Del Mar has done an in-depth
study in connection with the auditor and their own
pari-mutuel people. And | look forward to an
i n-depth report on that.

MR, REAGAN:. We'Il put it on the agenda.

CHAI RMAN LI CHT: Thank you.

MR. FRAVEL: M. Chairman, we had an incident
where odds changed in the mddle of a sprint race and
created sone interest on the part of the nedia and
the public. So we did -- we started collecting
i nformati on based on when we were receiving noney
fromout-of-state pools final into our pools.

And I'm going to present, within the
next couple of weeks, to Reagan and to yourself, the

results of that. And | think it should be
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i nformative.

One of things that you'll notice,
particularly in dealing with RGS or Nevada or even
SCOTW NC, is that that noney typically is final into
our mutuel pools between 8 and 10 seconds after the
stop-betting button has been pushed by the stewards,
which is a signal that goes out around the world,
guess, and di sables tote systens and further wagering
on our races.

Sonething that's inportant to note in
the rel evance of the four-second cancel delay is
twofold. One is the issue you raised about whether
it's possible to watch the nmonitor and see a horse
stumbl e and gi ve sonebody a signal to cancel the
betting on that in four seconds. | think that's a
difficult thing to do, to be honest with you.

But and we've reviewed our history of
cancellations. And typically it's very rare. It
happens mainly on Openi ng Day and Pacific C assic
Day, when you have a | ot of novices around. And the
denom nations, at best, are two to $6. We're not
tal ki ng about the kind of bets that nove nutuel pools
around.

And 1'Il be happy to share that

information with you, as well, because that's a nore
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random t hi ng.

The other relevance, just in ternms of
the public-confidence issue, is that the reason that
it takes 8 to 10 seconds for those pools to be
finalized is that our tote system doesn't even
request those pools fromout-of-state jurisdictions
until the four-second cancel delay has expired.

So you have the stop-betting button
hit; four seconds; and then a conputer signal goes
out, requesting the wagering pools to transmt -- be
transmtted. Afterwards, they're transmtted.

So, you know, in the cases |like RGS or
Nevada, basically what you're tal king about is nonies
that comes into our pools within six seconds, at the
outside, fromthe tine that our tote systemactually
requests it to be inported. And given the anount of
the data i nvolved and everything, to ny |ayperson's
m nd, that's not a big number.

But | actually have a technica
consultant that the TRA is looking at hiring on these
i ssues who I'mgoing to ask to kind of give nme sone
advi ce on whet her those kind of conmunication del ays
are relevant or irrelevant. So | hope to have a | ot
nore information for you on this subject when you

have this comm ttee neeting.
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COW SSI ONER LANDSBURG. Generally, in doing
the research that we did, 51 seconds to 71 seconds
before all nonies are on the board and have been
shown.

MR. FRAVEL: There are -- there are -- well
"and have been shown" is a different issue because
one thing we realize is that the tote systemcycles
every 30 seconds and they're, you know -- it then
cycles within those lag tinmes and it basically pushes
out the actual display of the final odds, which
isn't -- just intellectually, it's a nuch different
issue in terns of when the pools are final as opposed
to when they're displayed.

If, for exanple, you're watching a
tel evision set, that's delayed substantially beyond
the amount of time that the tote board at the
racetrack is, which is what causes a | ot of public
consternation, to be honest with you.

And | think we have to | ook at al
those technical issues to find out how we can get
nore and nore and nore and nore real tine with the
finalization of the pool as well as the display. And
I think your comrittee's a great place to tal k about
t hat .

COW SSI ONER LANDSBURG. That ninute -- that
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one-ninute average is there before it can be on the
board in the -- at the track. In the rest of the
electronic world, it's still even |later than that,
unl ess you want to cut off betting earlier, which is,
I think, a crazy solution to that.

CHAI RVAN LI CHT: And the four-second del ay,
just so it is clear in our press releases, is to
protect the pari-nutuel clerk froma guy com ng up at
the |l ast second and saying, "G ve me 500 to win on
the one." And then he says, "Ch, no. | didn't nean
that." And then the clerk is stuck with the bet.

MR, CORRELL: Hi, my nane is JimCorrell, and
I"'mwith the Pari-Mituel Enployee Guild. And I'd
like it on the record that the mutuel clerks are in
favor of the four-second delay. W wi sh to maintain
it. Thank you.

CHAI RMAN LI CHT: Okay. W'Ill continue this
di scussi on.

Ri ck, did you want to say sonething?

MR. BAEDEKER: Ri ck Baedeker, Hol | ywood Park.

| suppose | would just serve notice
that the Churchill tracks have adopted the
zero-seconds policy, in other words, no cancellation
policy. There has been a good deal of discussion and

argunent back and forth on this issue, | think, over
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the last six to nine nonths. And | think that there
are two issues.

One is the one that Alan has really
expl ained to us, visually, through the work that he
did prior to our meet. And | think that we
understand that that's going to take a while to get
that fixed.

But this is really one of a

past-posting issue. And | also fully respect the

opi nion of the union and the clerks. If we were to
change to zero -- and I'll look forward to that
di scussion -- then the clerks would necessarily have

to have their noney in hand before they punched out
that last-mnute ticket.
That's going to slow things down.

That al so could cause sone drop in handle. |'m not
sure it would be significant. But we would have to
deal with those surprises. But | just wanted to |et
you know that, on behalf of nmy conpany, | wll be
arguing for zero seconds.

CHAI RVAN LI CHT:  You know all of the bets shut
out would all be wi nners.

MR. BAEDEKER: | know.

VICE CHAIR HARRI S: That is an awful [ot of

noney that is not necessarily going to be lost to
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get 20 percent takeout.

CHAI RVAN LI CHT: Okay. Item Nunmber 10 -- the
staff report on the concluded fair neetings.

MR. REAGAN: Conmi ssioners, this is John
Reagan, CHRB staff. This is our standard group of
end-of -t he-neet reports for the three fairs. | did
note, in one of the fairs -- the Hunmbol dt County
Fair -- that they took quite a hit.

| was concerned about that. |
reviewed the five-year spread that's included in the
report. And really what | think what happened is
they had a pretty good year |ast year that was wel
above their average. And this year's neet kind of
fell back into the five-year average

So | don't think there was any
particul ar downtrend here versus just an average year
following a very good year. Oher than that, nost of
the reports seemto be pretty straightforward. As
we've noted in prior discussions, the increases in
ADW are pretty big right now because we're only
conparing the begi nning year versus the second year

We' Il obviously continue to track
t hose nunbers for you in the future. So right now
that's what we have for you.

CHAI RMAN LI CHT: Thank you.
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VICE CHAIR HARRI'S: | think it's hel pful to
hear these nunbers. But | was wondering if we could
also get, in this neeting, reports on the tracks,
just on some of the things that maybe have occurred,
if there are any problens stewards had with the
caneras or any tote board problens or anything |ike
t hat .

MR, REAGAN. Ckay. We'Ill look at that. Yes,

CHAI RMAN LI CHT: Ckay. Thank you.

The next itemis the general business,
new busi ness. Any new busi ness?
VWho's com ng up?

MR. FRIENDLY: Am | coming up?

EXECUTI VE DI RECTOR WOOD: Yes. Three people
are com ng up.

CHAI RMAN LI CHT: M. Friendly.

MR. FRIENDLY: Fred Friendly, again. | only
conme up here every three or four years; so | figure
m ght as well nmeke it worth the drive.

| handed out -- gave Ron Wod a nmeno
to all Board Menbers as possible ways to increase
field size. And | think we all recognize that one of
the major problens of our racing in California is our

smal|l field sizes.
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I would ask Roger that you nake the
assignnents to the appropriate comittee so we can
di scuss it further.

Briefly, the two thoughts are to
change the al so-eligible scratches from 24 hours
before to the day of the race. Right now, if you're
racing on Friday, you have to scratch on 9:00 o'clock
on Thursday morning. And recently, the progranms have
been posting 14 horses as opposed to 12. They post
14 horses even though 12 run. They include 2
al so-eligibles.

And then, as we all know, when we go
to the races, we'll hear our program scratched the
norni ng of the race. And the also-eligibles have
been scratched 24 hours ahead of tine; so
consequently they're off. And then, in the program
scratches are off. So maybe a 12-horse field is down
it 10 horses.

CHAIRMAN LICHT: | think it's a real good
suggestion. | think that New York, |'mpretty sure,
does it this way as well

MR. FRIENDLY: They do.

CHAI RMAN LICHT: | think so. | think it would
be -- | think that woul d be sonething that we could
add to that pari-mutuel agenda. | don't see any
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reason not to do it other than one reason -- and
we'll discuss it then -- is on the pre-racing horses,
you'd have to pre-race your horse to run, and you
woul dn't really know whether or not he'd be running.

MR. FRIENDLY: | believe that's up to the
trainer, whether to give it to 'emor not.

CHAI RVMAN LICHT: Right. But it --

MR, FRIENDLY: | think it would be true,
Roger, of the late scratches -- maybe 1:00 o' cl ock or
2:00 o' clock scratches. | don't knowif it would if

it was a 9:00-0'clock-in-the-norning scratch or a
10: 00- o' cl ock-i n-the-norning scratch

CHAI RMAN LICHT: | think that's a great idea.
And | also think that we might want to | ook at
mai n-track-only entries at that tine, also, the way
they do on the East Coast, because of the rain in the
wi nter and so forth.

MR. FRIENDLY: Right. The other thought was
to encourage or force the racetracks not to run a
mle race where they Iimt the field to only 10. As
my note says, the tracks will tell you they run a
mle race which is linited to 10 because the trainers
will never -- amle and a sixteenth, a mle and a
quarter -- that, if they didn't break the mle race

or they only run a mle and a sixteenth or 6 or 7
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furlongs, they'd get it. They' d have no other
al ternative.

But | think we are Iimting our fields
right now. | think we're limting our fields by
riding short races such as 5, 5 and a half, where we
only take 10 horses.

And we're Iimting our fields on the
turf by noving the rail out so that they can only
accommodat e 8 horses. As ny note shows, there were
some 8-horse races where there were 13, 14 entries.
There were two program scratches. W had 6 horses
runni ng. We could have had 10 or 12.

| don't think the tracks should nove
their rails unless they knowit's going to be a
6- horse race ahead of tinme.

And then there's one that | forgot to
put in here, and | can't remenber what it is nyself
now. But I'Il send you a note because there is
another way -- there is a third way to increase field
si zes. Thank you.

CHAI RMAN LI CHT: Thank you. We'Ill add that to
t he pari-mutuel agenda as wel |

VICE CHAIR HARRIS: | think sonme of those
poi nts, too, that you brought up -- that really the

TOC and the tracks and the CTT have to work on sone
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of those issues thenselves and see what they can cone
up with.

CHAI RMAN LI CHT: Okay. Any other new
busi ness?

Dr. Jensen?

DR. JENSEN: Dr. Ron Jensen, Equine Medica
Director for the Horse Raci ng Board.

For your information, a dead crow
found in Arcadia, Los Angel es County, has been
confirmed as having West Nile virus. This is
following previous identification of the virus in
nosquito pools, in sentinel chickens in |Inperia
County, and in sentinel chickens in Riverside County.

So West Nile virus is nowin
California. It should not be a surprise. |It's been
predicted and it's been anticipated for several --
for the past two or three years that it would be here
in 2003. | think California is probably pretty wel
protected, pretty well ready for it, | should say.

My sense is that nost of the horses
here, in visiting with veterinarians on the
racetrack, is that nost horses who were at the track
have been vaccinated. W'd recommend that horsenen
consult with their veterinarians to be sure that

their vaccination schedule is current. And we
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encourage the tracks to do a good job of nobsquito
control. And we'll be all right.

VICE CHAIR HARRI'S: | think one key is the
tracks really have to watch the nosquito contro
because | think the horses are better protected than
t he peopl e because we have no vacci ne for people and
I'"'mfearful that, you know, these people living
around the horses, where there's water, will have
nosqui t oes.

CHAI RMAN LI CHT: Thank you Dr. Jensen.

M ke?

MR. SEDER  Conmi ssioners, M ke Seder, L.A
County Fair Association. | just wanted to say, on
behal f of the association, we're pleased to have you
here today at Fairplex. And I'd like you to join us
and join -- and everyone here as well -- to join us
for lunch today. W're going to have a barbecue
right out in the back here of the pavilion

And beyond that, we'd love to see you
at the track. So please feel free to join us after
lunch at the fair or the track or both. W'l
have -- you have your vehicles parked out here.

If you'd like to nove thema little
closer to the track, we're going to have you park

over in the horsenmen's |ot, which is just along the
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service road here. And |I'd be happy to have you
trammed fromthere to the racetrack.

So, again, thank you for being here.
And we appreciate your support.

CHAI RMAN LI CHT: Thank you.

MR. MARTEN. M ke Marten with the California
Horse Raci ng Board. W have a video queued up. It's
only a three-mnute video. You know, we're used to
seeing fair and inpartial coverage in the print
medi a; but when we see it on television, it's usually
because of a bad spill or an accident or sonething.

This is an exception. W worked with
a television station in San Diego. W canme down to
Hol | ywood Park, took sone footage -- interviews with
CHRB and the veterinary personnel. And they ran this
the second day of the Del Mar neet.

It's so exceptional that | thought 1'd
take the unusual step of queuing it up here. And if
you'll just step down off of there, you can | ook at
up at these nonitors.

(Video shown.)

CHAI RMAN LI CHT: Everybody's | ost interest
here but "O d Business" -- the only thing is | want
to report is that Los Al and the harness horsenen

are going to be neeting in the next nonth and
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hopefully resol ving sone of those issues.
And t hat concludes the public portion
of the neeting. W have a short executive session.
COW SSI ONER LANDSBURG. So pl ease cl ear out

(Proceedi ngs concluded at 12:18 P.M)
--00o0- -
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REPORTER' S CERTI FI CATE

I, NEALY KENDRI CK, a Certified Shorthand
Reporter in the State of California, do hereby
certify:

That the Regular Meeting of the California
Hor se Raci ng Board was taken before ne at the tine
and place set forth, and was taken down by ne in
shorthand and thereafter reduced to conputerized
transcription under ny direction and supervision, and
| hereby certify that the foregoing transcript of the
nmeeting is, to the best of my ability, a true and
correct transcript of the aforesaid proceedings.

I N WTNESS WHEREOF, | have hereunto
subscribed my nane this 23rd day of Septenber,

2003.

NEALY KENDRI CK
CSR 11265
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